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PREFACE 


In tracing the growth of American commerce and industry 
we have before us always a grand scene of endeavor and 
opportunity becoming ever grander and grander, while upon 
the scene we behold a people overcoming obstacle after obstacle, 
winning success after success, and using their victories only 
as incentives to new and greater conquests. The story of such 
a growth on its material side alone would furnish the historian 
a pleasing and instructive theme. But the material side is not 
the only side; there was something besides bigness and fatness. 
If the story is told aright we shall hear of human as well as 
of economic values, of the spiritual imponderables that measure 
man’s worth as well as of the dollars that measure his wealth. 
At the beginning we see a civilization in which the classes 
counted for everything and the masses for nothing. But as 
time wore on, the masses, becoming more and more conscious 
of their worth, persisted in rating themselves at a value that 
was always rising. They were taken at their own appraisement, 
with the result that by the middle of the nineteenth century 
class distinctions had so far faded away that the common man 
was coming to regard himself as living in a society of his 
peers. The situation in 1854 was hit off by Abraham Lincoln: 
“There is no permanent class of hired laborers amongst us. 
Twenty-five years ago I was a hired laborer. The hired laborer 
of yesterday labors on his own account today.” But not yet had 
the masses attained their highest level. In the years that fol- 
lowed they not only held their own but gained new ground, and 
at the opening of the twentieth century there was no place in 
the world in which it was better with the common man than it 
was in the United States. So in this history of our commerce 


and industry I have conceived of the story as involving a theme 
Vv 
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that is thoroughly human, and it is from this theme that I have 
received my best inspiration. 

The author, as always, is deeply indebted to the officers of the 
Library of Congress for the courtesies which they extended to 
him while he was preparing the book. 

S. E. Forman. 


Washington, D. C. 
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PART I 


THE COLONIAL ECONOMY 
(1607-1783) 


THE RISE OF AMERICAN 
COMMERCE AND INDUSTRY 


INTRODUCTION 


Since the story of our commerce and industry is virtually an eco- 
nomic history we shall do well at the outset to learn something of the 
nature and character of this type of history. What is the scope and 
aim of economic history? What connection has it with political his- 
tory? What is the relation of government to economic affairs? 


THE SCOPE AND AIM OF ECONOMIC HISTORY 


What is the meaning of the word “economic”? To under- 
stand its meaning it is necessary to know something about its 
origin and history. It is derived from an old Greek word 
which in form resembles our word “economy” and which to 
the minds of the ancient Greeks meant the “management or 
regulation of the affairs of a household.” In this sense the 
word “economy” had reference to the income and expendi- 
tures of a particular family, and to the services and duties of 
its members. In its original sense, therefore, the word “econ- 
omy” had a very narrow meaning. As the centuries passed, 
however, its meaning constantly broadened and by the year 
1600 it had come to mean the “management or regulation of 
the affairs of an entire nation.” At that time when the word 
“economy” was used it generally had reference to the income 
and expenditures of a nation, and to the means by which the 
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production and distribution of wealth within the nation were 
regulated. About 1800 the word began to be used in a still 
broader sense, and soon it acquired the meaning it has at 
the present time. Today when the word “economy” is used it 
refers not simply to the affairs of a household, nor even to the 
affairs of a particular nation, but to the whole sweep and swing 
of human effort when directed toward the production, distri- 
bution and consumption of wealth. With this understanding of 
the word “economy,” it ought not to be difficult to understand 
the word “economic,” for the two words have moved along 
together, the meaning of the second changing as the meaning 
of the first changed. In answer, then, to the question asked 
at the beginning of the paragraph, it may be said that the 
word “economic” is rightly used when it relates to or pertains 
to the production, distribution, or use of wealth. Does a ques- 
tion relate to the earning of a living? If so, it is an economic 
question. Is a man engaged chiefly in accumulating wealth? If 
so, he is animated chiefly by an economic purpose. Does a prob- 
lem involve the material welfare of a nation? If so, the nation 
is confronted by an economic problem. 

Economic history, therefore, is concerned with that vast mul- 
titude of events which relate to the production, distribution and 
consumption of wealth. Its aims accordingly must be broad 
and comprehensive. Its purpose is to give an account of the 
efforts which men have made to secure for themselves food, 
clothing and shelter ; to describe the economic progress that has 
been made from age to age; to tell of the ups and downs of 
the economic world; to show the relation of economic events 
to political events ; and to estimate the influence which economic 
conditions have had upon the character of the people and upon 
their social and intellectual life. Economic history, therefore, 
dealing as it does with so many human interests and such im- 
portant ones, ought to be highly interesting and instructive. 
In the case of our own country the story ought to have a fas- 
cination of its own, for it tells of the greatest economic devel- 
opment the world ever saw. 


Of the topics that must receive attention in an economic 
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history, there are several about which clear notions should be 
formed at the start, because they are topics which relate to 
the main factors and underlying forces of economic life. First, 
there is industry. This is a term that has a very broad mean- 
ing; so broad in fact that it may be used in connection with 
almost any kind of employment or task, whether bodily or 
mental. In the title of our book the word “industry” is used in 
a rather broad sense, but throughout the text it generally refers 
to what is really a single branch of industry, namely, manufac- 
turing. So where “industry” is spoken of the manufacturing in- 
dustry is meant, the industry in which goods are made or fab- 
ricated by hand or machinery. Likewise the word “industrial” 
will be used only when reference is made to manufacturing. 
Second, there is commerce. This also is a very comprehensive 
term. It includes buying and selling and all transactions con- 
nected with the exchange of goods, and in the eyes of the law 
it is regarded as embracing not only the commodities exchanged, 
but also the agencies of transportation, and the persons who 
are moved hither and thither by such agencies. In our story, 
however, “commerce” will usually be limited in its meaning to 
trade: the exchange of goods, merchandise, or property of any 
kind. And here it may be well to point out that we shall be 
concerned with two kinds of commerce: (1) internal or do- 
mestic commerce, which is a commerce carried on within our 
own borders, and (2) foreign commerce, which consists of the 
exports sent out of the country to foreign lands, and of the 
imports brought from foreign lands into this country. Third, 
agriculture. This is a term that requires little or no explana- 
tion; it means simply the cultivation of the ground and com- 
prehends “all the labors of the field and the farm-yard, such 
as preparing the land for the reception of the seed or plants, 
sowing and planting, rearing and gathering the crops, and the 
care of fruit trees and domestic animals.” Fourth, transporta- 
tion. While transportation, as was just explained, is a sub- 
ject which in a legal sense is included by the term commerce, 
yet so great is the importance of the carriage of goods and 
passengers from place to place—for that is what is meant by 
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“transportation”—that this branch of activity will come in for 
the share of attention that is due to a fundamental factor of 
the economic structure. So there will be occasion for a lib- 
eral treatment of such subjects as highways, and canals, rail- 
roads, and steamboats, and automobiles. Fifth, currency, a term 
that is used to include all kinds of money, whether metallic or 
paper. A moment’s consideration of the part that money plays 
in the affairs of every day life is sufficient to make it plain 
that without some kind of currency a well-ordered economic 
system could not possibly exist. In giving an account, then, of 
our economic development, we must at least trace the growth 
of our agriculture, our industry, our commerce, our transpor- 
tation system, and our currency system. 

But these should not be thought of as being economic pil- 
lars standing alone, separate and independent of each other. 
For they touch each other at innumerable points and act and 
react upon each other in innumerable ways. Disturb one and 
you are likely to disturb all the others. When there is a cessa- 
tion of industry in a manufacturing district, money becomes 
scarce, the railroads carry less freight, the merchants buy and 
sell smaller quantities of goods and the farmer, discouraged by 
a poor market, cultivates a smaller portion of his land. Thus 
the loss to industry is accompanied by a loss to agriculture, to 
commerce, to transportation, and to the currency. In 1926 
economic conditions of almost every country on the globe were 
affected by a coal strike in Great Britain. So an economic in- 
terest, however important it may be, is not an isolated thing; 
it is simply a part of a network of interests which form “one 
stupendous whole.” 


THE RELATION OF GOVERNMENT TO ECONOMIC 
AFFAIRS 


Nor is this network of economic interests itself an isolated 
thing. For the economic world is closely related to the political 
world and the history of the former is constantly touching 
elbows with the history of the latter. The relation between eco- 
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nomic activity and political action arises from the fact that in- 
terested persons have always to a greater or less extent relied 
upon their government to assist them in accomplishing their 
economic purposes. As our story proceeds we shall find that 
farmers have received help from government in the form of 
cheap lands; that manufacturers have been assisted by gov- 
ernment in keeping foreign goods out of the American mar- 
ket ; that the railroads have been helped by government in many 
ways; that merchants have been benefitted by laws which give 
them great freedom in matters of trade; that in currency mat- 
ters banks have come to government for favors and have not 
gone away empty-handed. Thus whether in the history of 
agriculture, or industry, or commerce, or transportation or the 
currency economic forces acting through government, have had 
a great deal to do with what has taken place in the political 
world and political forces have reacted upon the economic 
world. So if we are to understand economic history we must 
have a pretty fair knowledge of political history. 

It should not be inferred, however, from what has just been 
said that in this country it has been the policy of government 
to interfere unduly in economic matters, or to take a hand in 
regulating and controlling them whenever it has had an op- 
portunity to do so. For as a matter of fact its general policy 
has been to keep hands off economic affairs and to have as 
little to do with them as possible. It is true that in colonial 
times the governments of the several colonies, imitating the 
governments of Europe, made various attempts to regulate 
commerce and industry, but at the birth of the American na- 
tion a policy of laissez-faire (pronounced les-a-fare) was 
adopted. And what was the policy of laissez-faire? As the 
meaning of the expression itself indicates, it was a policy of 
letting things alone; government was to refrain from doing 
anything except to take such measures as might be necessary 
to keep the peace and preserve the social order. That is, gov- 
ernment was to be a sort of policeman and nothing more. In 
respect to economic matters the policy required that govern- 
ment should do nothing that would hamper individual enter- 
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prise or interfere with the natural development of trade. It 
was said in behalf of laissez-faire that it was best for the in- 
dividual man; that the interference of government tended to 
crush out individuality, while the let-alone policy would tend 
to strengthen the powers of the individual and increase his 
self-reliance. “A people among whom there is no habit of 
spontaneous action,” said John Stuart Mill, a stout defender 
of laissez-faire, “who look habitually to their government to 
command and prompt them in matters of joint concern, who 
expect to have everything done for them except what can be 
made an affair of mere habit and routine, have their faculties 
only half developed.” 

The policy of laissez-faire, which began to find favor in 
Europe about the middle of the eighteenth century was popu- 
lar in America for several reasons. It appealed strongly to a 
people that had been held as in a strait-jacket by restric- 
tions which the English government had placed upon their 
commerce and industry. It was in harmony with the ideas of 
the men who led the free life of the frontier and who chafed 
at restrictions of any kind, it pleased the farmer because it 
permitted him to carry on his farming operations in the way 
he desired and it pleased the merchants and manufacturers 
because it allowed them to run their businesses as they saw fit. 
Accordingly, public opinion in the new-born nation being on 
the side of laissez-faire it was eagerly adopted as an American 
policy, and for more than a century the separation of govern- 
ment from business was more complete perhaps in the United 
States than in any other nation. America preéminently was the 
home of laissez-faire. 

But the time came when the people demanded that govern- 
ment pay more attention to economic affairs. In the last years 
of the nineteenth century, for reasons which will appear well 
along in our book, it was found that we were carrying the 
doctrine of laissez-faire too far; that it would be a good thing 
if some of the branches of commerce and industry could be 
made to feel the clutches of government. Moreover, there 
now arose a demand that government should take a hand in the 
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_ tegulation of such things as wages, hours of labor, the safety 
_ and health of workingmen, the labor of little children—mat- 
ters for which lawmakers hitherto had little or no interest be- 
cause they were regarded as matters which concerned only 
employers and their employees. To this demand for govern- 
ment intervention the response at first was lukewarm and re- 
luctant. Nevertheless about 1885 our lawmakers began slowly 
to depart from the old policy of laissez-faire. What they did 
will in good time receive our attention. Here it is enough to 
say that about that date the pendulum began to swing toward 
a policy of government regulation. So the relation of govern- 
ment to the economic world is a changeable and shifting affair. 
Yet it is a matter of supreme importance and one that involves 
a question that has vexed the minds of men throughout the 
ages: What things is it best that government should do, and 
what things is it best that government should let alone? 


OQUFRSTIONS, EXERCISES AND DISCUSSIONS 


1. What is the meaning of the word “economy” as it is generally 
used in every-day speech? 

2. Which of the following involve an economic problem and which 
do not?—(a) the muzzling of dogs; (b) the education of children; 
(c) the regulation of the hours of labor; (d) the keeping of the peace; 
(e) the bombardment of a city by a fleet; (f) the preservation of 
forests; (g) the sale of intoxicating liquors; (h) the maintaining of a 
fire department; (i) the compelling of people to be vaccinated; (j) the 
operation of railroads by the government; (k) the sale of lands belong- 
ing to the government; (1) the regulation of the speed of automobiles; 
(m) the building of highways; (n) the declaration of war; (o) the 
regulations for the holding of elections; (p) the regulation of the rates 
to be charged by a steamboat; (q) regulations in respect to the wearing 
of feathers in ladies hats; (r) the making of a living; (s) the manage- 
~’ ment of a baseball team. 

3. Agriculture, commerce, industry, transportation: arrange these in 
the order of their importance, placing the most important first and give 
reasons for the arrangement. 

4. Everybody who receives compensation for what he does may be 
said to sell something. A cabman may be said to sell transportation; a 
teacher may be said to sell instruction, an actor, amusement, and so on. 
Understanding the word “sell” in this sense, state what is sold by each 
of the following: (a) the policeman; (b) the workman; (c) the min- 
ister of the Gospel; (d) the lawyer; (e) the barber; (f) the physician; 
(g) the nurse; (h) the cook; (i) the banker; (j) the laundress; (k) 
the lawmaker; (1) the “funny man” in the newspaper. : 

5. What is the literal translation of the expression laissez-faire? In 
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what country is the doctrine of laissez-faire ignored almost entirely? 
What are some of the things done by government in that country? 

6. Make out a list of the services performed by government in this 
country, arranging the services in the order of their importance. Which 
of these services are economic in character? Is government doing some 
things that you would rather see performed by private enterprise? If 
so, name them. Is it omitting to do some things that you would like 
to see it do? If so, name them. 

7. Name the leading topics of political history as distinguished from 
economic history. Which would seem to be more important, political 
history or economic history? 


II 


THE ENGLISH BACKGROUND 


This fortress built by Nature for herself 

Against infection and the hand of war; 

This happy breed of men, this little world; 

This precious stone set in the silver sea, 

Which serves it im the office of a wall, 

Or as a moat defensive to a house, 

Against the envy of less happy lands; 

This blessed plot, this earth, this realm, this England. 
—Shakespeare. 


The story of American commerce and industry may properly begin 
with taking a glance at the commercial and industrial conditions which 
prevailed in England at the time she planted her colonies on the Atlantic 
seaboard. What were the important aspects of the economic life of 
England at the opening of the seventeenth century? What progress was 
the nation making in agriculture and manufacturing and what were its 
achievements in the world of commerce? To what extent were these 
conditions favorable to colonization? 


ENGLISH CIVILIZATION IN THE SEVENTEENTH 
CENTURY 


At the time English civilization was making its transit to 
America in the seventeenth century England was a raw and 
undeveloped country. Many of its natural resources were 
untouched and much of its land was wild and uncultivated. 
A large part of its surface was covered with forests while 
great stretches of reclaimable fen-land remained an unpro- 
ductive bog where 

“Nothing grew beneath the sky 
But willows scarcely six feet high 
And osiers barely three feet dry.” 
More than three-fourths of the population lived on farms and 


in the hundreds of little agricultural villages which were scat- 
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tered over the kingdom. There was not a single city that 
would now be called large. London, the largest, had a pop- 
ulation of hardly more than 100,000. The civilization, there- 
fore, was distinctly rural and the population was sparse. There 
was no pressing need for Englishmen to go out to America 
because of any real overcrowding at home. 

English society in the days of the Stuarts was composed of 
four classes of people: (1) the “gentlemen,” a class that 
included nobles, large landholders, and professional men who 


Liverpool in the Seventeenth Century. 


could live without manual labor—for a man who worked with 
his hands could not be ranked as a gentleman; (2) the well- 
to-do merchants; (3) the yeomen or small farmers; (4) the 
peasants on the farms and the tradespeople in the towns. 
Broadly speaking, the property-holding classes were the mas- 
ters. of government, while men without property had no voice 
in public affairs. Democracy as we understand the term had 
no existence whatever. There was no slavery. If a slave 
was brought from the outside he automatically became a free 
man as soon as his feet touched English soil. So the slavery 
which came to be such an important feature of American life 
was not an institution that was brought over from England. 
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The property-holding class was composed chiefly of the 
_ landowners, whose estates in most cases consisted of very 
| "large tracts of land. Sometimes a man was the lord of more 
| than a million acres. An estate at the death of its owner 
_-was not broken up and distributed to a number of heirs but 
was transferred in its entirety by the law of primogeniture to 
the landlord’s eldest son. The law of primogeniture made it 
_ possible for an estate to remain in the same family from gen- 
eration to generation, and since it forbade the subdivision of 
estates it prevented the growth of a large body of small 
landowners. 
The privileged class did not hesitate to use its power for 
the promotion of its own interests. This was to be expected; 
| government by is always government for. In dealing with 
matters affecting the peasants and others of the lower classes 
Parliament seemed to forget that these disfranchised masses 
had any rights that it was bound to respect. Its laws provided 
that the wages of laborers should be fixed by the justices of 
the peace, a body resembling our board of county commis- 
sioners or supervisors. Since the justices were not elected 
by the people and since they belonged to the class that paid 
the wages there was little danger that the laborer would re- 
ceive too much. If he refused to work for the wages fixed 
by the justices and remained idle for any considerable length 
of time he was liable to be arrested as a vagabond and put 
to work at a task set for him by public authority. If he at- 
tempted to join with other workmen and form a union with 
the view of obtaining higher wages than those fixed by the 
justices he was liable to be punished for conspiring against 
the law. He was, therefore, held tight and fast in the grip 
of what .was practically a system of industrial conscription. 
The policy of the government in its treatment of laborers was 
so harsh that Thorold Rogers, an eminent English writer on 
economic history, was constrained to say “that from 1563 to 
1824 a conspiracy, concocted by the law and carried out by 
parties interested in its success, was entered into to cheat the 
English workman out of his wages, to tie him to the soil, 
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to deprive him of hope and to degrade him into irremediable 
poverty.” * 

If the rulers intended that the law should keep the laborer 
down they did not fail in their purpose. For hard indeed was 
the lot of the common man. At the time the Amercian colonies 
were planted the food of the English laborer was coarse, his 
clothing scanty, his home a scene of misery, his tasks labori- 
ous, his hours of labor long, his wages low. So, when an 
English laborer went out to the colonies he was apt to be a 
man who at home had been moving along the poverty line. 

On its physical side the rawness and backwardness of the 


civilization could be seen most plainly in the badness of the 


means of communication. A road, or for that matter, a street 
in a town, was so narrow that it was impossible for two wagons 
to pass each other and often the bed of a highway was so 
soft that it was necessary to dig vehicles out of the mud into 
which they had sunk. Journeys on land were generally made 
on horseback, although the rich and the great frequently trav- 
eled in lumbering coaches which seldom attained a speed of 
more than four or five miles an hour. The usual vehicle for 
carrying goods of any kind was a heavy two-wheeled cart. 
The difficulties of transportation were so great that a_consid- 
erable overland trade of any kind was almost impossible. 
Rivers rather than roads were the highways of trade; where 
there were no rivers, commerce was indeed a small affair. 
The inland merchant could not meet the high cost of trans- 
porting goods overland and the inland farmer could not reach 
distant markets with his crops. All he could do was to supply 
the needs of his immediate neighborhood. 

The civilization was also lacking in many of the useful 
inventions and other agencies which now contribute greatly to 
the material well-being of all classes of people. The poor man 
of today can avail himself of more comforts and conveniences 
than a rich man could have secured for himself in the days 
of the Stuarts. For although the rich man’s dwelling was 
often an imposing structure from an architectural standpoint, 


Thorold Rogers, Six Centuries of Work and Wages, p. 398. 
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it would nevertheless in these days be regarded as an abode 
of discomfort and deprivation. It had no drainage system, 
no running water, no bath-tub; it was lighted, if lighted at all, 
only by the dim flame of candles, and heated, if heated at all, 
by a fire burning upon the hearth of a chimney that carried 
off a great deal of the heat and left behind a great deal of 
the smoke; it had a kitchen in which there was no stove and 
in which the cooking utensils were few in number and of the 


The Interior of an English Mansion in the Seventeenth Century. 


clumsiest sort. In shops where workmen plied their trades 
invention had done as little as it had done in the home. Ma- 
chinery and labor-saving devices played but a small part in the 
industrial economy. Electricity was something about which 
men knew nothing at all, while steam as yet had done’ no use- 
ful work for man. The chief reliance for performing labori- 
ous tasks was the human muscle. 


ENGLISH AGRICULTURE 


Such a simple and crude civilization could hardly be other 
than agricultural. Four-fifths of the people were engaged 
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wholly or in part in the cultivation of the soil. Agriculture, 
therefore, came in for a large share of the attention of the 
rulers. In the time of the Stuarts government was fixing the 
hours of service and the wages of agricultural laborers; it 
was requiring that every able-bodied man in the kingdom should 
work as an agricultural servant unless he could prove that he 
was lawfully exempt; it was attempting to regulate the price 
at which grain might be sold; it was determining when wheat 
might be exported and when it was lawful to import it. 

In the art of agriculture but little progress had been made. 
The farmer’s tools were almost as rude and as inefficient as 
those used in Egypt four thousand years before. The only 
agricultural implements drawn by horses or oxen were the 
plow, the harrow and the cart, while the only hand implements 
were the sickle, the hoe, the spade, the flail and the axe. The 
list of crops was also a short one: wheat, rye, oats, barley, 
beans, peas, onions, cabbages and apples. The art of garden- 
ing was creeping in gradually, thanks to the Dutch, who were 
teaching the English how to raise parsnips, carrots, cucum- 
bers and other salads. Of the properties of the soil and the 
methods of improving it there was no exact knowledge what- 
ever, the day of scientific farming having not yet arrived. 
Still, enough progress had been made to give England all the 
food she needed with some to spare. England did not plant 
her colonies in America because she needed any grain that 
might be grown in colonial fields. 


ENGLISH MANUFACTURING 


More rapid than the pace at which agriculture was moving 
was the one into which manufacturing was striding. The 
old established industries were increasing their output and new 
ones were coming into existence. In the time of the Stuarts 
cotton manufactures were introduced into England, and Lan- 
cashire was becoming the center of the cotton trade. But 
the leading industry was the making of woolen goods. The 
economic policy of the nation had been shaped with the view 
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of encouraging the woolen manufactures. In the sixteenth 
century large areas of land which hitherto had been devoted 
to the raising of crops were turned into sheep farms and at 
the opening of the seventeenth century England had become 
a great wool-growing country. As the supplies of wool grew 
the woolen manufactures increased until they became one 
of the nation’s largest and most valuable interests. In the 


| days of the Stuarts nine-tenths of all the exports of England 
consisted of woolen fabrics—felts, broadcloths, kerseys, serges, 


worsted, bombazines. 
In the development of manufactures Parliament assisted in 
every way it could. For it was the policy of governments 


everywhere to attempt the regulation of many things which 


are now permitted to regulate themselves. Government inter- 
fered continually with what was bought and sold; it held that 
some trades were good and others bad and undertook to foster 
the good trades; it regulated the conditions under which man- 
ufacturing might be carried on, now striving to build up one 
industry, now throwing obstacles in the way of another. One 
law required that every person of six years and upward should 
wear on every Sunday and holy day a woolen cap made in 
England. Another law ordered that all persons should be bur- 
ied in woolens instead of in linen. There were laws forbid- 
ding the possession of more than 2,000 sheep by any one per- 
son and requiring one cow and one calf to be kept for every 
six sheep. Certain kinds of goods could not be legally brought 
into the kingdom, while certain other kinds could not be 
legally sent out. Thus the English emigrant to America left 
behind him a government which was accustomed to use a 
paternal hand for regulating almost every department of com- 
mercial and industrial life. 

The industries were organized according to what most 
writers call the “domestic system”; that is to say, manufac- 
turing was carried on in homes. Ordinarily an industrial es- 
tablishment was a little shop—often one or two rooms of a 
dwelling—in which the entire working force consisted of 
three or four persons, the master, who owned the establish- 
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ment and worked at the trade, one or two workman receiving 
wages, and an apprentice learning his trade. The shop, the 
raw material—the wool, the leather, the metal, or whatever 
it was—the tools and implements of manufacture, and the 
goods in their manufactured form all belonged to the master. 
In many cases the master had a little farm and divided his ~ 


time between the tilling of his land and working at his trade, 


Under this system goods could be produced of course only 
upon a small scale. The articles made in the shop—the cloth, 
the shoes, the nails—were either sold in the shop directly 
to individual customers or to a merchant»who would dispose 
of them in various ways, sometimes selling them in the local 
market, sometimes shipping them to another part of the king- 
dom, sometimes exporting them to a foreign country. 

The organization of industry, however, was not always so 
simple as that described, nor was the production of goods al- 
ways upon such a small scale. For the capitalistic system was 
gaining some headway in the manufacturing industries. Many 
of the merchants were making more money than they were 
spending for their personal needs and were accumulating a 
surplus of capital which could be invested in new enterprises. 
Some of this surplus was being devoted to manufactures, with 
the result that here and there establishments of a considerable 
size could be seen. But the large establishment was the ex- 
ception; there was not as yet enough free capital—capital 
available for investment—for the complete organization of 
industry on a strictly capitalistic basis, nor were economic 
conditions in general favorable to the building up of great 
factories or the production of goods on a large scale. 


ENGLISH COMMERCE 


In the commercial world the capitalistic system was gaining 
ground faster than it was in the manufacturing industries. 
Large sums of money were necessary to meet the requirements 
of a growing commerce. For England was now fairly well- 
started on her wonderful career as a trading nation. She had 
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trained a race of bold and hardy seamen to whom no sea was 
unnavigable. Her merchants sent out their stout ships on 
every sea and to every portion of the globe. London was 
becoming the general mart of Europe, where the gold and 
sugar of the New World were found side by side with the 
cotton of India, the silks of the East, and the woolen stuffs of 
England itself. Nevertheless, the total trade of England had 


a value that would now be regarded as insignificant, her exports 


and imports combined amounting to hardly more than $20,- 
000,000 a year. In commerce, as in everything else, it was 
still the day of small things. 

For the encouragement of trade in distant lands joint-stock 
companies were chartered by the Crown. The joint-stock 
company, the forerunner of the business corporation of today, 
consisted of a group of men, each of whom put into a com- 
mon fund capital for carrying on a business enterprise. The 
profits accruing from the business were divided among the 
stockholders, that is, among those who had contributed their 
capital. Among the joint-stock companies chartered for carry- 
ing on foreign trade the most important was the East India 
Company, which was organized in 1600 and which by the 
time English colonization was fairly under way was in a 
highly prosperous condition. Thus in commerce at least the 
power of capital operating through the agency of a corpora- 
tion was making itself felt in a striking way. 


CONDITIONS FAVORABLE TO COLONIZATION 


In the economic situation which has been described there 
were conditions that were entirely favorable to schemes of 
colonization. In the first place there was little difficulty in 
finding men who were willing to leave England and settle in 
America. This was because there was much distress and 
suffering in England among the poor. The change from a 
system of tillage to a system of pasturage (p. 17) had re- 
sulted in throwing large numbers of farm laborers out of 
work and by the time of James I thousands of unemployed 
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rustics had drifted into the towns and cities—especially into 
London—where they were forced to live in idleness and were 
often reduced to beggary. When these jobless men were given 
a chance to go out to America they were generally only too 
glad to go. So one reason for planting colonies was that the 
new settlements furnished an outlet for the surplus labor of 
England. . 

Another reason was that colonies furnished an outlet for 
surplus capital. English business men were becoming richer 
and richer and the sums available for investment were becom- 
ing larger and larger. In the days of the Stuarts there ap- 
peared in England for the first time a class of bankers who 
had money to lend for new enterprises. Considerable sums 
of this surplus capital were invested in colonization schemes. 
It was fortunate that the capital was ready at hand, for it 
required a great deal of money to fit out a colony with sup- 
plies, transport it to a far-off land, and support it until it was 
capable of supporting itself. 

A third lure to colonization was the prospect of new mar- 
kets. It was thought that both the colonists and the Indians 
would be large consumers of- English manufactures. Sir Hum- 
phrey Gilbert was quite enthusiastic about the advantages that 
would accrue from trading with the Indians. “It is well 
known,” he said, “that all savages will take marvelous delight 
in any garment, be it ever so simple, as a shirt, a blue, a 
yellow, red, or green cotton cassock, a cap, or such like, and 
will take incredible pains for such a trifle.” Another writer 
when giving reasons for supporting the Virginia colony de- 
scribes it as “a place fit for the vent of our wares.” This 
prospect could not be disregarded, for England was producing 
a surplus of goods for which it was highly important that a 
foreign market be found. 

Still another motive for planting colonies, and perhaps the 
most powerful and most direct of all, was the hope that they 
would supply the raw material that England needed for her 
manufacturing and ship-building industries. Much of this 
material she was importing from other countries. She was 
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buying lumber and naval stores from Russia, copper from 
Sweden, salt from France, raw silk and cotton from India. 
All these she thought could be obtained in the colonies. The 
naval stores alone would repay her the cost of colonization, 
for she could no longer secure at home the masts and cord- 
age and pitch and tar that were necessary for her navy and 
her merchant marine, and to remain dependent upon other 
nations for these supplies was too great a risk for an island 
nation to take. If England was to go out upon the pathways 
of the ocean and trade with the world she must make sure 
that her merchant marine and her navy were second to none. 
So she sought in the American forests the supplies that were 
necessary for building up and maintaining her fleet. 

It was not always the impulse for gain and that impulse 
alone that led to the planting of a colony. For religious as 
well as economic motives played their part. Captain John 
Smith declared that the purpose of the Virginia colony was to 
preach the gospel to the Indians and save their souls. Mary- 
land was founded by Catholic leaders who wished their colony 
to be a place where the Catholics of England might find ref- 
uge from persecution. Pennsylvania was regarded by its 
founder as a colony in which a “holy experiment” was to be 
tried and a godly commonwealth established. In the coloniza- 
tion of New England the religious motives of the settlers were 
stronger perhaps than any other force. “If a man,’ said a 
leader of the Puritans, “counts religion as being twelve and 
all other things as being thirteen, he has not the true New 
England spirit.” Still, the main impulse was economic. Eng- 
land encouraged the planting of colonies in order to strengthen 
her power by building up her trade, and Englishmen engaged 
in the work of colonization chiefly in order to improve their 
personal fortunes. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Explain this sentence: “The New World, regarded as a whole, is 
the child of Europe, but the United States, in a peculiar sense, is the 
child of England.” 
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2. Compare the condition of an English workingman of the seven- 
teenth century with the condition of one today, having respect to his 
compensation, to his living conditions, and to his political power. 

3. Define yeoman, serf, peasant, slave, craftsman. 

4. Does slavery exist anywhere in the world today? If so, where? 

5. Point out some of the evils of primogeniture. 

6, Define pirate, buccaneer, freebooter, bandit. 

7. Why was England anxious to build up a strong navy? Is her navy 
now of as much use to commerce as it was in the seventeenth century? 

8. What is the origin of the world colony? Has the United States . 
any colonies? Are the people of Alaska colonists? Are the Filipinos 
colonists ? 

9. What nation. has led the world in the work of colonization? Has 
that work brought benefit to mankind? If so, point out the benefits. 

10. What nations besides England made settlements in America during 
the sixteenth and seventeenth centuries? What nations made no set- 
tlements? Why did they not attempt to make any? ; 

11. What were the religious conditions in England that led many 
Englishmen to engage in the work of colonization? Name some of the 
religious leaders who engaged in such work. 

12. Name some of the things that were necessary for the equipment of 
a colony and that the colonists had to bring over in their boats. 

13. The System of Chartered Commercial Colonies: Cheyney,’ 123- 
147. 

14. English Justices of the Peace: Cheyney, 274-280. 

15. Motives for Colonization: Bogart, 29-34; Van Metre, 33-35; 
Faulkner, 35-38. 


1 Where the full name of the author and the full title of the book are not 
given see Reading List (Appendix B). In this list the names of authors are 
arranged in alphabetical order. 
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COLONIAL FOUNDATIONS 


The small land-holders are the most precious part of a state-—Thomas 
Jefferson. 


Having surveyed the industrial and commercial conditions which 
existed in England at the time the American colonies were planted and 
having inquired into the motives which induced Englishmen to embark 
upon schemes of colonization, we may now examine the foundations of 
early colonial life and learn of the natural resources that were at the 
command of the colonists and of the general character of the people by 
whom these resources were to be developed. We may also at this point 
learn in a general way how the colonies were organized and how the 
land allotments were made. 


He OANA Da HE PEOPLE 


The physical characteristics of the continent which spread 
out before the first English settlers were, of course, the same 
as those which may be observed today. Westward from the 
Atlantic seaboard is first the Coastal Plain, a strip of varying 
width lying between the ocean and the Appalachian Mountains 
—a country which invited settlement, for the gently sloping 
plain is indented by many fine land-locked bays into which 
flow rivers that are navigable far up into the interior. Going 
up from the Coastal Plain we come by easy ascent to the 
Appalachian Region, a system of table-lands, mountain ranges, 
and intervening valleys, extending from Nova Scotia to Ala- 
bama and comprising altogether an area of about 300,000 
square miles. Descending the western slope of the Appalachian 
highland, we enter the great Mississtppi Valley, a basin of es- 
sential geographical unity with a system of rivers and lakes 
that afford drainage for nearly 2,500,000 square miles. Here 
is the main body as well as the heart of the United States. 
Westward from the Valley we ascend to the ever-rising ridges 
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of the Cordillera, a vast plateau upon whose broad and lofty 
base rise the Rocky, the Sierra Nevada and the Cascade ranges. 
From the Cordillera we pass down the Pacific Slope to the 
sea. This slope consists of a series of mountain-ranges with 
intervening valleys and table-lands. Along the greater part of 
the coast the land goes down quite abruptly to the ocean. 
The western coast did not invite settlement, for on that side. 
there are but few good harbors, and but few navigable streams 
lead up into the land. 

The natural resources that were at the command ai the 
colonists were greater than those possessed by any nation on 
the globe. The Coastal Plain consisted almost entirely of tillable 
land with soil suitable for the growing of a variety of crops. 
Wheat, maize (corn), tobacco, rice and cotton, the five most 
important agricultural products that can be named, could all 
be raised profitably on the Coastal Plain. The region was well- 
forested and was furnished with unrivaled water power at 
the falls of the rivers. Back of the plain was the Appalachian 
Region, with its fertile valleys and its untouched treasures of 
timber and iron and coal. The Mississippi Valley, fertile 
throughout its whole vast extent, and favored by the natural 
advantages that come with twelve thousand miles of navigable 
rivers, was capable of supporting a population of 100,000,000 
people. The Cordillera, although unfit for agricultural pur- 
poses unless redeemed by irrigation, was rich in mines of gold, 
silver, copper and lead. The Pacific Slope, with its well- 
watered valleys, was a region of such great fertility that it 
came to be known as the garden spot of the world. Thus the 
continent that lay before the colonists, whether considered in 
respect to its climate, its soil, its forests, its mineral wealth, 
or its facilities for transportation, might fittingly be called “the 
most magnificent dwelling-place prepared by God for man’s 
abode.” 

Who were the people that were to win this continent from 
nature and subdue it to the uses of man? They must needs be 
a hardy and industrious race, for the task was gigantic. And 
it was a bold and vigorous race, one that was destined to 


—— 
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| spread its power not only over North America but over ex- 
tensive portions of the entire world—the English race. For 
although America in time came to be the melting-pot of many 
peoples the colonies in their origin and leadership were Eng- 
lish. New York, it is true, was founded by the Dutch and Dela- 
ware was first settled by the Swedes, yet throughout the 
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seventeenth century, the main current of immigration flowed 
from England and it was English influence that dominated 
colonial life and gave it its character. In the composition of 
the colonial population all classes of English society were rep- 
resented. There were the yeomen, or small farmers, the lowly 
agricultural laborers, men who worked at trades, merchants, 
gentlemen and even sons of noblemen. “Men of all classes,” 
says Professor Becker, “from the noble to the jailbird were 
among the first English immigrants in the seventeenth cen- 
tury; but for the most part the settlers were neither the out- 
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casts nor the favorites of fortune, but the moderately well-to- 
do lawyers, doctors, merchants, shopkeepers, small land- 
holders and peasants.”’ So the colonists came from every walk 
of life and represented all sorts and conditions of society. 
Every colony, therefore, in the main features of its civiliza- 
tion was simply a little England transplanted across the sea. 


THE GROUNDWORK OF COLONIAL © 
ORGANIZATION . 


These Englishmen of high and low degree in the last years 
of the sixteenth century took up the work of colonization and 
carried it forward with such persistence and vigor that by the 
end of the next century the Atlantic seaboard from Labrador 
to Florida was dotted with English settlements. Each of these 
colonies was in a very real sense a gift from the English King. 
To him, either directly or indirectly, the colony was indebted 
for its land, its privileges, and its powers of government, and 
for a long time the administration of colonial affairs was left 
almost exclusively in his hands. In the early days Parliament 
had very little to do with colonial matters. When asked to 
appropriate money for the equipment of a colonial venture it 
refused to vote the funds. It was content that the colonization 
movement should be carried forward by private enterprise 
and that questions of colonial policy should be decided by 
the King. 

The earlier colonies were joint-stock companies (p. 19) 
chartered by the King. Virginia, the germ of the United 
States, was founded (in 1607) by a group of “knights, gentle- 
men, merchants, and other adventurers,’’ who combined their 
capital and formed the London Company. To this joint-stock 
company the King granted a charter which gave the names 
of the grantees, defined the boundaries of the land which the 
company was to occupy and own, described the kind of gov- 
ernment the colony was to have, and mentioned the commercial 
and other privileges the company was to enjoy. The stock- 
holders expected dividends on their investments in the shape 


COLONIAL FOUNDATIONS 27 


of furs, or such agricultural products as could be marketed 
in Europe. The colony that was to be planted was to be a 
trading-post established for the benefit of the men who in- 
vested their money in the undertaking. These men did not 
go out to Virginia but remained in England. Virginia in its 
early days, therefore, was a group of colonists laboring in 
_ America in order to make profits for a trading corporation in 
London. Massachusetts! was another example of the trad- 
ing corporation, although under the charter of this colony 
there was to be no head office in London. The stockholders of 
the company, therefore, were free to come to America in 
person. Of this privilege they availed themselves; they went 
out to Massachusetts and personally took part in the develop- 
ment of the colony, with the result that the people of Massa- 
chusetts were not obliged to work for the benefit of a distant 
group of adventurers. 

In carrying forward the later schemes of colonization the 
King abandoned the joint-stock form of organization and 
granted the territory upon which a settlement was to be made 
to a single person called the proprietor. In some cases the 
grant was made to a group of proprietors. Under the propri- 
etary system the King gave the land outright to the proprietor 
(in the case of the Carolinas to several proprietors) to be held 
by him as a landlord. Having secured his grant of land, the 
proprietor set about the development of his colony much as 
a landlord would set about the cultivation and development of 
a distant estate. In some cases the proprietor spent a portion 
of his time in America, but as a rule, like an absentee land- 
lord, he remained in England and administered the affairs of 
his colony through a representative. The proprietary colonies 
were New Hampshire, Maryland, North Carolina, South Caro- 
lina and Pennsylvania. New York also, after it came into 
the possession of the English (in 1664) was for a time a pro- 


1In addition to Virginia and Massachusetts, New York and Delaware also in 
their origin were trading companies, for New Netherlands, which in time came 
to be New York, was planted by the Dutch West India Company, and New 
Sweden, which in time came to be Delaware, was planted by the South Company 
of Sweden. 
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prietary colony. New Jersey began its history with two pro- 
prietors who held their grant not from the King but from his 
brother, the Duke of York, the proprietor of all the territory 
included within the boundaries of New York and New Jersey. 

Two of the colonies in their original organization were 
neither trading companies nor proprietary settlements. These 
were Connecticut and Rhode Island, both of which were set- 
tled by Massachusetts emigrants who, being dissatisfied with 
the way affairs in that colony were managed, pushed out into 
the wilderness and organized settlements upon lands to which 
they had no legal title. These offshoot colonies, therefore, in 
the first years of their existence were simply “squatters” or 
trespassers upon the King’s domain. In good time, however, 
both received from the King charters, which confirmed them 
in the possession of the land upon which they settled. 

It is not necessary for the purposes of this history to de- 
scribe the governments the colonies had at the time of their 
foundation or to tell the story of their subsequent political 
development. It will be sufficient here to state that they all 
emerged from the condition of privately owned landed estab- 
lishments into communities that had a political life. By the 
end of the seventeenth century every colony had its own law- 
making body and was free to govern itself in much its own 
way, providing it did nothing contrary to the laws of Eng- 
land. It also may be said here that in the formation of the 
political institutions of the colonies the trend was always to- 
ward representative government and toward democracy. Even 
in the early days conditions were favorable to popular govern- 
ment. A colony was the scene of the hardest kind of toil and 
its prosperity depended upon the strong arm of the laborer. 
Since the colonial workman did not have to compete with un 
employed laborers, he counted for more than he did in Eng. 
land. Aware of his greater importance he early began to de 
mand a voice in public affairs, with the result that he grad. 
ually acquired the right to vote. The right, however, was re. 
luctantly granted and to large classes of men it was denied. 
In no colony did the man without property enjoy the right 
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of suffrage. The usual qualification for the suffrage was the 
ownership of land; if a man was the possessor of a few 
acres he was allowed to vote. Since land, as we shall presently 
learn, was easy to get, the poor man could easily qualify as 
a voter. And here is one of the most important lessons that 
American history has to teach; in the colonies there was an 
opportunity for the poor man that he did not have in the Old 
World; he could become the owner of land and thus become 
one of the masters of government. The story of America, if 
it is rightly told, is largely the story of the rise of the com- 
mon man. The most important thing about his rise was that 
through the ownership of land it became possible for him to 
take his place in the ranks of the voters. Democracy grew 
strong with him and he grew strong with it. 


THE LAND SYSTEM 


How was the ownership of land acquired? At the outset a 
reckoning of some kind was made with the native Indians 
who nominally at least were the owners of the land upon 
which they lived. But the title of the Indians to the land did 
not give the colonists very much trouble, for they were in- 
clined to disregard the red man’s claims and were prepared to 
brush them aside. The rights of the Indians, however, were 
not always ruthlessly ignored, for before the whites actually 
took possession of a piece of land they generally went through 
the form of buying it from the natives, exchanging some rum 
or some articles of little value for great stretches of terri- 
tory. The total sum paid to the Indians was so insignificant 
that it may be said that they parted with their land for nothing. 

In all cases the legal title to a piece of land was derived 
either directly or indirectly from the King of England. When 
the King marked off a portion of the seaboard as a place for 
planting a colony, he at the same time laid claim to the owner- 
ship of every foot of land within the boundaries of the colony. 
From the King the title passed to his grantee, to the trading- 
company or to the proprietor, as the case might be. The 


The In- 
dians and 
the Land 


The Title 
to Lands 


Land 
Holding 
in 


Virginia 


The Land 
Policy of 
the Pro- 
prietary 
Colonies 


System 


30 RISE OF AMERICAN COMMERCE AND INDUSTRY 


grantee could dispose of his land in the way that best suited 
his interests. He could retain possession of his tract in its en- 
tirety, or could sell it off in small pieces to individuals. 

In Virginia the trading company at first did not plan to part 
with any of its land. The colonists were to labor at the tasks 
assigned to them and the products of their toil were to be 
thrown into a common stock out of which the settlers were 
to be supported. If after the needs of the colonists were sup- 
plied there should be a surplus, this was to belong to the 
trading-company and was to be sold for its benefit. But this 
method of production quickly proved to be unsatisfactory be- 
cause it gave the settlers no incentive to work. So the com- 
munal arrangement was abandoned and the settlers were given 
land to hold in their own right. The experience of Virginia 
was the experience of all the other colonies; nothing short of 
the actual possession of the soil sufficed to attract settlers and 
hold them. 

In the proprietary colonies the character of the land system 
was dictated by the enormous extent of the proprietor’s do- 
main. In every case the grant was vastly too large to be culti- 
vated as a single plantation. So the proprietor found it con- 
venient to parcel his land out to individuals. Since it was 
highly important that settlers be attracted to his colony, he 
parted with his lands on easy terms. Penn offered 500 acres 
free to every man who would bring his family to Pennsyl- 
vania and make his home there. Lord Baltimore gave to each 
adventurer who-brought five settlers to Maryland a grant of 
a thousand acres. In the Jerseys the proprietors offered to 
any settler 150 acres of land provided he came to the colony 
equipped with musket, ammunition and six months’ pro- 
visions. 

In New England the settlers from the very beginning ex- 
pected to become landholders. The promoters of the Massa- 
chusetts Bay Company agreed that every man going out to 
the colony should have fifty acres of land. The General Court— 
the name of the legislature of Massachusetts—granted to each 
town a tract of land about six miles square to be held by the 


COLONIAL FOUNDATIONS 31 


town, considered as a community. As the town filled up with 
people the land was parceled out by the action of town meet- 
ings to individual settlers. The land policies of the offsprings 
of Massachusetts—Rhode Island and Connecticut—were mod- 
eled after the system adopted by the parent colony. 


Both in the proprietary colonies and in those that came Guie 


under the direct control of the King land held was generally 
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subject to a quit-rent which was to be paid annually and for- 
ever to the grantor—the proprietor or the King,’as the case 
might be. The quit-rent was always a very small sum. In 
Virginia it was one farthing an acre. In Maryland at first it 
was twenty pounds of wheat for every hundred acres, but 
iater this was changed to two shillings for every hundred acres. 
Penn was content with a quit-rent of a penny an acre. In 
New England, where the King’s title to the land was disputed 
and virtually ignored and where there was no proprietor, there 
were no quit-rents. The New England landholder, therefore, 
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was a freeholder in the full sense of the word; his land was 
subject to no rent or burden of any kind. 

In New York while it was under the control of the Dutch 
iramense private estates located along the banks of the Hud- 
son were granted to proprietors called patroons. When the 
colony was brought under the rule of the English the system 
of granting vast tracts of land to single owners was con-_ 
tinued. In all the colonies except New York the estates in 
the earlier colonial period were small. In the Southern col- 
onies, it is true, the small farm, for reasons which will here- 
after receive attention,! gave way in time to the great planta- 
tion and landholding on a large scale became a dominant feat- 
ure of economic life. Taken as a whole, however, it was not 
the English system of large estates (p. 13) that was adopted 

Small in America. For, broadly speaking, colonial landholding was on 

Estates 4 small scale. In New England the town meeting when dis- 
tributing land “refused not men for their poverty.’ Even the 
poorest were given six or seven acres. And in making allot- 
ments it was the general practice of the rulers to recognize the 
principle of equality. “Lots were laid out for the most part 
equally to the Rich and Poore . .. that Equality (which is 
the rule of God) may be preserved.” In the Middle colonies 
and for a long time in the Southern colonies also the farms in 
most cases were small. Where land was sold at a price so low 
as a penny an acre, almost any settler could buy a farm. Thus 
America at the very beginning of its history became the home 
of the small landholder. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Give an account of the early history of your own State, telling 
when and where the first settlement was made and describe the economic 
conditions that existed at the time of settlement. Do those economic con- 
ditions still exist? 


Zh Name two States in which climate itself is a distinct source of 
economic wealth. 


3. Name the natural resources of the State in which you live. Is 
water power one of these resources? 


1See page 78. 
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4. Name some of the things that cannot be secured in the United 
States in quantities sufficient to meet the demand. 

Bs What is an “extractive industry”? Give reasons why the early 
colonists were compelled to engage chiefly in the extractive industries. 

6. What is meant by “raw material’? What is the raw material of 
the lumberman? Of the carpenter? Of the miner? Of the iron manu- 
facturer? Of the maker of nails? Explain this sentence: “The raw 
material of one manufacturer is often the finished product of another.” 

7. “No habitable district of the United States is many miles distant 
from a supply of coal.” Is this true of the district in which you live? 

8. What is meant by a “navigable river”? Name the rivers of the 
American seaboard which the colonists found to be navigable. Which 
of these are no longer navigable in any important sense? 

9. Give reasons why the commercial and industrial development of the 
Atlantic seaboard would have been greater than that of the Pacific 
seaboard even if the latter had had many navigable rivers and many 
good harbors. 

10. What was the price paid to the American Indians by the Dutch 
for Manhattan Island? 

11. Physiographic Factors: Faulkner, 5-11. 

12. Colonization: Van Metre, 36-45. 

13. Routes of Travel: Farrand, 23-38. 

14. American Indians: Farrand, 215-226. 
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FORESTS, FURS AND FISHES 


North of Virginia the only exportable articles were the native products 
of the earth and waters—timbers, furs, and fish, All these. articles early 
became valuable to the settlers and this development quickly and perma- 
nently affected their manner of living and the nature of their societies. 
—N, S. Shaler. 


‘Wherever a colony was planted, the settlers at the very outset found 
that their immediate economic interests lay in the great woods which 
surrounded the settlement, in the animals with which the forest was 
alive, and in the fishes with which the near-by waters teemed. The 
forest not only furnished fuel and shelter, but it also gave rise to a 
flourishing industry and a profitable trade; the animals were not only 
useful for food but they were valuable for their furs; the fishes in 
some of the colonies were an important source of wealth. We may there- 
fore in this chapter learn of the economic significance of forests, furs, 
and fishes in the early colonial times. 


THE FORESTS 


The first Englishmen who came to America beheld a plant 
life more wondrous and more luxuriant than that which they 
had left behind. Every settlement was surrounded by a great 
dark forest which had to be cleared away by the laborious 
and incessant swinging of the axe. Over most of the Coastal 
Plain, over all the Appalachian Region, and over most of the 
Mississippi Valley there was a rich mantle of primeval forest. 
There were extensive salt marshes along the coast and there 
were clearings which had been made around the dwelling places 
of Indians, but as a rule the trees were so thick that the set- 
tler had to carve his way through them as through a wall of 
living green. Along the seaboard were the softwoods: cedars 
and spruce and “the towering pine and the hemlock.” In the 
Appalachian Region and in the Mississippi Valley were the 
hardwoods: oaks, hickories, maples, sycamores, beeches, chest- 
nuts, walnuts, elms. West of the Mississippi River were the 
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prairies, great stretches which had been made treeless by the 
red man’s fires but which nevertheless were covered with grass 
suitable for pasture. On the Cordillera trees were not numer- 
ous but in the valleys of the Pacific Slope there were forests 
of the tallest and largest trees that could be found on the 
globe. 

The value of the forests to the colonists was beyond com- 
putation. For the civilization which they were building up 
was on its material side constructed chiefly of wood. They 
needed lumber for homes, ships, barns, fences, mills, ve- 
hicles, furniture, farming implements, barrels, baskets. The 
forests would supply the timber, the pitch and the tar which 
England required for her navy and which she was buying in 
Europe from her rivals at a very high price (p. 20). They 
would supply fuel for household fires and for the manufac- 
ture of iron and brick and glass. They would furnish some of 
the food that the colonists would need. The maple would give 
its sugar; the beech, the hazel, the hickory, the chestnut and 
the walnut, their nuts; and the wild plum, the cherry, the per- 
simmon and the mulberry, their fruits. Among the manufac- 
tured products of the forest would be clapboards and barrel 
staves and shingles which could be sold abroad at a profit. 
The shipment from Jamestown in 1608 of a little cargo of 
sassafras and fine wood for wainscoting marked the begin- 
ning of the commerce of the United States. 

But more important than the lumber that was shipped abroad 
was that which was used on the seaboard for the building of 
ships. Forests close to the water’s edge furnished in abundance 
the raw materials for ship-building—masts of fir and planks 
of oak, and pitch pine for making tar and turpentine. Some of 
the masts taken from the northern forests of New England 
for the royal navy were 40 yards long and 40 inches in diam- 
eter. The colonists saw that they could build vessels cheaper 
than they could be built in Europe where the lumber supply 
was falling off, and they quickly took advantage of the situ- 
ation. Ship-building began in 1607 when at Sagadahoc on the 
coast of Maine there was constructed a “fair pinnace of thirty 
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tons” called the Virginia, the first sea-going vessel built by 
white men in North America. There was ship-building all along 
the seaboard, but the center of the industry was in New Eng- 
land. The Massachusetts settlers had hardly erected their first 
rude dwellings before they had built and launched their first 
ship, the Blessing of the Bay. When reading of the commercial 
history of New England “one seems never to get away from_ 
the sound of the shipbuilder’s hammer and the swish of the 


Log Hauling in a New England Forest. 
launching vesselsas she scoons on the waves.” As early as 
1643 in a book published in London ship-building in New Eng- 
land was referred to as follows: “We are in a way of build- 
ing shippes of an 100, 200, 300, 400 tunne, five of them are al- 
ready at Sea. Many more in hand at this present, we being 
encouraged herin by reason of the plenty and excellencie of 
our timber for that purpose.” 


FURS AND THE FUR TRADE 


The forests of America in aboriginal times abounded in ani- 
mal life to an extent that cannot now be easily conceived. 
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Among the birds were great eagles, hawks, owls, wild turkeys 
and pigeons. The wild turkey sometimes weighed as much as 
fifty pounds. The flocks of pigeons sometimes darkened the 
sky when flying and broke down the limbs of trees when they 
alighted. Of four-footed beasts there was likewise a great 
abundance. One explorer tells us that standing on an eminence 
he saw at one time a buffalo, an elk, an antelope and a panther 
—a small menagerie in itself. Some hunters in the Appalachian 
Region on a single trip killed 12 buffaloes, 8 elks, 53 bears, 
20 deer, 4 wild geese, 150 turkeys, and a quantity of small 
game. In the woods around a colony there were rabbits, squir- 
rels, foxes, raccoons, bears, opossum, and deer. The most im- 
portant of the animals were the fur-bearers: the beaver, the 
otter, the sable, the badger, and the wolverine. 

This animal life in early colonial times was a chief source 
of food supply and it was the basis of a fur-trade which was 
a valuable source of income along the whole length of the 
seaboard. In the seventeenth century furs were a necessity 
rather than a luxury. Since houses were poorly heated, furs 
were resorted to as a source of warmth. Floors were covered 
with furs and bed clothing consisted largely of furs. Moreover, 
hats and overcoats and other garments were made of the skins 
of the fur-bearers. So the colonial fur-trader could always 
find a ready market for his wares in [urope. 

This market was one of the first things to which the col- 
onists gave their attention. Indeed, it was a market which had 
been attracting the attention of adventurers throughout the 
whole period of discovery. The Norsemen, Vespucius, Hudson, 
John Smith, all trafficked in furs. In the case of New England 
the fur trade was one of the strongest incentives to coloniza- 
tion. In the first cargo that went out from Plymouth to Eng- 
land there was an assignment of furs. From Massachusetts 
beaver skins were sent to the mother country by the tens of 
thousands. In the case of New York furs were the basis of 
the colony’s economic life. It was the fur trade that drew the 
Dutch to America and the first settlements of New Nether- 


lands were simply posts for carrying on a fur trade with the 
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Indians. During the period of Dutch occupancy the people of 
New Netherlands did little else than trade in furs, and after 
the colony passed under the control of the English the fur 
trade for a long time continued to be the chief reliance of 
the new masters. Likewise it was the fur trade that brought 
the Swedes to the Delaware Valley and that led to the found- 
ing of the colony which became Delaware. And so it was all 
along the coast; a colony was no sooner planted than the 
settlers began to kill and trap the fur-bearers and_ sell 
their skins for money with which they might buy manufac- 
tured goods from abroad. 

But the colonists did not 
rely wholly upon their own 
trapping and hunting. The 
bulk of the furs was bought 
from the Indians, who were 
always skilled hunters and 
trappers. When making a 
bargain with the red man 
for the skins of otter and 
beaver, the white man could 
trade at a profit, for it was 

An Early Fur Trading Post. he who set the price; the 

: Indian must accept what 
was offered or keep his furs. Beads and trinkets worth only 
a few shillings were exchanged for furs worth many pounds 
sterling. When the white man offered strong drink, as he was 
always doing, a bargain, no matter how unequal it might be, 
was almost certain to be made, for as a rule the Indian, to 
his physical and moral undoing, was willing to give almost 
anything for the white man’s brandy and rum. 

In addition to its importance as a gainful occupation the 
fur trade had a deep significance in another direction; it was 
the magnet that drew settlers from the coast to the interior. 
As the fur-bearing animals fled from the settled districts into 
the wilderness, the trapper and the trader pursued the retreat- 
ing game and blazed a trail which opened up stretches of forest 


oo om 


— 


FORESTS, FURS AND FISHES = 39 


that had hitherto been an impenetrable wilderness. Follow- 
ing on the trail of the trapper and the trader went the pioneer 
farmer with his axe and plow, and as soon as he reached a 


suitable spot he erected him a cabin and laid the foundation 
for a new settlement. Thus the fur trade pointed the way to 
the West. It was a force all the time acting to take men 
farther and farther out into the forests and to push the frontier 
line—the line that divided the settled country from the wilder- 
ness, civilization from savagery—farther and farther toward 
the setting sun. 


THE FISHERIES 


More important to the early settlers than the animals in the 
forest were the fishes in the rivers and lakes and in the waters 
along the coast. Here were perch and shad and trout and salmon 
and bass. Cod and mackerel were so plentiful that they “‘pes- 
tered the sea.’ Brook trout were struck and killed with a stick 
and scooped up in frying pans. In brief, there was enough 
fish in American waters to supply the world. 

It was the prospect of good fishing that led Englishmen and 
Frenchmen to make early voyages to the coast of North Amer- 
ica. When Cabot returned from his voyage, he reported that 
the waters of the newly-found region teemed with fish, and 
the word went out that in the “new-found-land” there was a 
great abundance of cod and that the salmon there were as 
large as seals. So fishermen from Europe crossed the Atlantic 
and cast their nets along the coast of Newfoundland. Their 
luck was so good that they returned again and again. By 1522 
there had been built along the Newfoundland shore as many as 
forty or fifty huts for the accommodation of fishermen. These 
rude fishermen’s huts were perhaps the first structures erected 
by white men in North America. 

But there were plenty of fine fish on the American coast 
south of Newfoundland. At the opening of the seventeenth 
century English adventurers began to visit the coast of Maine 
with the view of planting colonies and developing fisheries. 
In 1614 Captain John Smith explored the coasts of what are 
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now the States of Maine, New Hampshire and Massachusetts 
and gave to the region the name New England. On this voy- 
age Smith examined the fisheries along the coast and made the 
prediction that they would prove to be the source of untold 
wealth. He himself caught off the coast of Maine enough fish 
to give him a profit of several thousand pounds. New Eng- 
land fisheries now became more attractive than ever, and soon 
the huts of English fishermen were scattered all along the 
coast of Maine. These fisheries were the background of New 
England colonization. 

The New With the planting of the Puritan colonies the fisheries were 

England ' 

Fisheries carried farther down the coast where they became a permanent 
industry. James I upon one occasion in a sneering sort of way 
referred to the Plymouth colonists as “fisherfolk.” And fisher- 
folk they were. Puritan Massachusetts likewise, while “she 
derived her ideals from the Sacred Book, derived her wealth 
and power from the sacred cod.” All the colonists engaged. in 
fishing to a certain extent and all consumed large quantities 
of fish on their tables, but in New England fish were caught 
not only for home use but for export. Fisheries were devel- 
oped on a large scale and became a most important factor in 
the industrial organization. The interests not only of the store 
and the shop but of the shipyard and the farm were bound up 
in the interests of the fisheries. The fishing industry could 
hardly help prospering, for the supply -was practically inex- 
haustible, the near-by forests furnished abundant material for 
building the necessary boats, the New Englanders were famil- 
iar with the art of fishing and with maritime affairs, and, most 
important of all, there was a rapidly increasing demand for 
fish. 

The demand, however, did not come from the Mother Coun- 
try, for England had fisheries of her own and could supply 
her own needs. The customers upon whom the fishermen of 
New England relied were the planters in the English colonies 

dd of the West Indies. For it must not be forgotten that Eng- 

Indies land had colonies on the islands in the Caribbean waters as 
well as on the American coast. Among her island colonies were 
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1"St. Christopher, Barbados, and (after 1655) Jamaica. A great 


} 


deal of English capital was invested on these islands, and in 
the mind of the average Englishman they were considered as 
important as those on the continent. From a commercial point 
of view for a long time they were more important. In 1650 
Barbados had a population larger than that of Virginia. More 
negro slaves were taken to Jamaica during the eighteenth cen- 
tury than to all the continental colonies put together. In the 
West Indies the only important thing produced was the sugar 
which was raised on plantations cultivated by slaves. Every- 
thing except sugar had to be purchased from the outside. 
For the sustenance of the slaves fish was found to be a desir- 
able food. Hence there arose in the West Indies a demand for 
the fish of New England. This demand led to a trade that 
grew larger and larger; and, as our story proceeds, we shall 
learn that it was a trade of the utmost importance in the 
economic history of the United States. 


OUESTIONS, “DISCUSSIONS AND REFERENCES 


1. Compare the forest situation which exists today in the United 
States with that which existed in early colonial days. In like manner 
compare the fur situation and the fish situation. 

2. Are there in your State forests which are a source of wealth? 
If so, name them. Does your State derive an important part of its 
wealth from fisheries? , 

3. Name the different kinds of furs in which the colonists traded. 

4. Was the destruction of the forests by the colonists justifiable ? 

5. In what parts of the United States are there still valuable forests? 
In what parts are there still valuable fisheries? In what parts is there 
still a valuable fur trade? ; ; 

6. Compare the food problem of the colonists with our present food 
problem. Compare their housing problem with ours. 

7. Timber: Farrand, 39-45. 

8 Animal Life of North America: Farrand, 54-60. 

g. Fishing: Van Metre, 94-96; Faulkner, 86-88. 

10. Forest Industries: Faulkner, 80-83. 

11. The Fur-Trade: Faulkner, 83-86. 
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EARLY COLONIAL AGRICULTURE 


Trade increases the wealth and the glory of a country; bur ats real 
strength and stamina are to be looked for among the cultivators of the 
soil.—Lord Chatham. ; 


Although the forests and fur-bearing animals and the fishes were 
turned to good account in every colony, these were nevertheless only of 
secondary interest. The primary interest was the soil and the basic 
industry was agriculture. In this chapter we shall take up the subject 
of colonial agriculture and carry the story forward as far as the end 
of the seventeenth century. 


THE INDIANS AND COLONIAL AGRICULTURE 


The colonist first of all was a farmer; it was from the soil 
that he expected to gain his livelihood. He had left England, 
where land was hard to get, and had come to America, where 
for a song he could get a farm that he could call his own. 
Agriculture accordingly was the basic industry in every col- 
ony. There might be trading in furs, and ship-building, and 
fishing, but the foundation of economic life in colonial times 
was farming. 

The early farming operations of the colonists were greatly 
influenced by the presence of the Indians. Indeed, the part 
played by the red man in the early industrial economy was 
significant in more ways than one. We have seen that it was 
his hunting and trapping that supported a flourishing fur 
trade. It was his supplies of corn that helped to keep the col- 
onists alive while they were waiting for the first crops to 
grow, and it was his agricultural skill that enabled the white 
man to make the best of the new and strange conditions with 
which he was surrounded. As tillers of the soil the colonists 
owed a great debt to the Indian. Colonial agriculture was 

42 


EARLY COLONIAL AGRICULTURE 43 


built up around the cultivation of native American plants 
which the Indians were raising when the white man came. 
We are indebted to the red man for corn, tobacco, potatoes, 
peanuts, most of the varieties of beans, all the varieties of 
squashes, pumpkins, tomatoes, pineapples, strawberries, water- 
melons. Our agriculture, therefore, is to a very considerable 
extent of Indian origin, 

In the planting of a colony the settlers found that their 
task was made easier by work which had already been done 
by the Indian. When selecting a site for a settlement they 
were in most cases fortunate enough to find a piece of land 
which had been cleared of trees. There were along the coast 
many extensive clearings which had been made by the aborig- 
ines and which, when firewood had become scarce, had been 
abandoned by them for new locations. A writer describing 
the region which is the present site of Hampton, Virginia, says 
that so much ground was there “cleared and opened, enough 
already prepared, to receive corne or make vineyards of two 
or three thousand acres.” Another writer describing early con- 
ditions at Plymouth and at Massachusetts Bay, tells us that 
for a distance of eight or ten miles from the seashore the 
Indians had made clearings upon which the settlers at once 
began to raise Indian corn in abundance. “These clearings,” 
says Carrier, “were of inestimable value. It is safe to say that 
it would have taken at least one generation of settlers to 
have cleared the land in the condition which the white man 
found it in certain localities. It was necessary for the colonists 
to produce food crops at once and they did not have the time 
to clear land before seeding. The Jamestown colony unfortu- 
nately did not select one of these clearings and the “Starving 
Time” was the result.” * 

At the best, however, the existing clearings were not suff- 
cient for the needs of the colonists. If the area of agriculture 
was to be extended, the forest would have to be attacked with 
the axe and new clearings made. Here, too, the colonists could 
avail themselves of the experience of the Indians. At first 


1 Lyman Carrier, The Beginnings of Agriculture in America, Pp. 39. 
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the settlers attempted to clear the land by chopping down all 
the trees and removing all the stumps. But this laborious meth- 
od was soon abandoned for one which was practised by the 
natives. When the red man made new clearings he began not 
by cutting the trees 
down but by bruis- 
ing their bark near. 
the roots and then 
scorching them with 
fire. This killed the 

‘leaves and thus ad- 

mitted light to the 

soil. The first crops 
were planted among 
the standing dead- 
wood. Later the 
trees were cut down 
and burned, and 
the stumps re- 
moved. The ashes 
resulting from the 
burning of the trees 
were converted into 
potash, which was 
sold at a good price, 
for it was needed 
An Indian Settlement Showing the Tillage in the manufacture 
of the Fields. of soap. The In- 
dian method of 
making a clearing not only saved a great deal of labor but it 

enabled the settlers to plant their crops without loss of time. 

Indians The colonists were also indebted to the Indians for instruc- 

and Corn- : : ° ° : 

Growing tion in methods of cultivating new kinds of plants. Especially 
is this true in respect to the cultivation of corn. At Jamestown 
two Indian captives taught the settlers how to plant corn, and 
at Plymouth a friendly Indian named Squanto instructed the 
Pilgrims in all the processes of maize cultivation. He showed 
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them how to prepare the ground for the seed, how to plant 
_the grains, how to fertilize the hills with fish, how to care for 
the growing crops. His instruction was doubtless as good as 
could be given, for the Indians were experts in the raising 
of corn. They had cultivated the plant for centuries and had 
brought it to a high-state of development. 


CROPS AND METHODS OF FARMING 


So great was the influence of the red man in agricultural 
matters that colonial farming.took on an Indian rather than an 
English complexion. Differences in soil and climate also pre- 
vented the colonists from tilling their fields precisely as they 
had tilled them in England and from raising the same crops 
they had been accustomed to raise at home. In the early years 
it was not wheat and barley and rye and the other English 
plants that the colonists cultivated but native American plants 
—corn, tobacco, potatoes, peanuts, pumpkins, squashes. 

The crop of greatest importance was corn. The peculiar ad- 
vantages of corn are stated by one writer as follows: “It yields 
not less than twice the amount of food per acre of tilled land, 
with much less labor than is required for one acre of small 
grain, it is far less dependent upon the change of the seasons, 
and the yield is much more uniform than that of the old Euro- 
pean grains.” Corn was cultivated in every colony and it was 
the chief support of life in the colonial period. Moreover, it 
has been an economic factor of the highest importance through- 
out our entire history. “It is difficult to see,” quoting Carrier 
again, “how any of the earlier settlements could have main- 
tained their existence without maize. This crop has done more 
to promote the wealth and prosperity of this country than all 
the other natural resources put together.” 

Another crop of great importance was tobacco. This plant 
was revered by the Indians. “To them it was an especial gift 
direct from the Great Spirit, and as such was endowed with 
unusual properties for doing good. When the fields of maize 
were dried and parched for lack of rain, they powdered the 
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tobacco and cast it to the winds that the evil genii might be 


propitiated; their priests on great occasions fed it to the sac- 
rificial fires; when the usual catch of fish failed it was scat- 
tered over the water. Smoking was considered a token of 
friendship and peace.” ? Tobacco was a luxury in which white 


men as well as Indians indulged. At the time the first English ~ 
colonies were planted there was a widespread use of the weed 


in Europe. England alone was spending every year large sums 
of money for tobacco which came from the West Indies and 
which was purchased in the Spanish market. 

Since England’s tobacco bill was growing larger and larger 
and since there was a ready market for the weed, it is not 
surprising that the English colonists at the outset turned 
their attention to tobacco. The profitable cultivation of the 
plant was confined chiefly to Virginia and Maryland, which 
were known as the “tobacco colonies.”’ In 1612 John Rolfe of 
Virginia began some experiments in tobacco-growing and with- 
in two years he succeeded in raising a product which was de- 
clared to be as “strong, sweet and pleasant as any under the 
sun.” The Virginians now set out to compete with Spain for 
the tobacco trade. Every available patch of land was seized 
upon for the cultivation of the plant. In Jamestown even the 
streets were used for tobacco-growing. Shipments began in 
1619 when 20,000 pounds were sent abroad, and before many 
years had passed tobacco had become Virginia’s staple crop, 
that is, it had become the crop which could always be relied 
upon to find a profitable market. In Maryland also the set- 
tlers gave their attention chiefly to the cultivation of the plant. 
Thus tobacco was for Maryland and Virginia what fish was 
for New England and what sugar was for the West Indies. 

Along the entire seaboard there was tillable land with soil 
suitable for the growing of a variety of crops. Hence the prod- 
ucts of the farmer varied from colony to colony. Not only the 
native plants were grown but grains and fruits were brought 
from Europe and cultivated wherever the soil and climate 
were favorable. In New England there was no single crop 

1T. J. Wertenbaker, The Planters of Virginia, p. 24. 
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which could always be relied upon to find a profitable market. 
Indeed, the New Englanders did not expect to make money 
by their farming. They were glad if they could raise on a 
rocky and unproductive soil enough cereals and vegetables to 
supply the needs of their tables. Besides corn, pumpkins and 
beans, the cultivation of 
which was learned from the 
- Indians, the farmers. of 
New England also raised 
peas, parsnips and turnips 
from seeds brought over 
from England. Wheat was 
raised to some extent in 
every colony, but it was 
only in the Middle colonies 
that it was cultivated on a 
large scale. In Maryland 
and Virginia so much at- 
tention was given to the 
staple crop that the cultiva- Cutting Wheat with the Sickle. 
tion of cereals and vege- 

tables was neglected, although even in these colonies a great 
deal of corn was raised. Pennsylvania and New York raised so 
much wheat that they came to be known as the “bread colonies.” 
In these colonies rye, barley, buckwheat and oats were also 
cultivated with success, while apples, peaches and melons grew 
in abundance. In the Carolinas the farmers raised chiefly to- 
bacco and corn and such cereals and vegetables as were grown 
in the Northern colonies. At the very end of the seventeenth 
century South Carolina began to cultivate rice. 

The methods of tillage could be no better than those with 
which the colonists had been familiar at home. In fact, agri- 
culture in the colonies was even more backward than it was 
in England. The plow, a great, unwieldy affair made chiefly 
of wood, was so difficult to hold in the ground that it required 
three men to operate it and four oxen to draw it. As crude as 
the plows were they were extremely hard to get. One plow 
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frequently had to do the work for the whole neighborhood. 
In New England a town would sometimes pay a bounty to 
any one who would buy a plow and keep it in repair. A 
clumsy harrow with wooden teeth was employed to smooth the 
ground after it had been plowed. Sometimes a small branching 
tree was dragged over the 
ground to do the work of 
a harrow. With the excep- 
tion of plowing and har- 
rowing all work on the 
farms was done by manual 
labor. Methods of harvest- 
ing were likewise primitive. 
Wheat was cut with a 
sickle. The grain was sepa- 
rated from the chaff either 
by the tread of horses on 
threshing-floors or by the 
use of a flail. Domestic 
animals were neglected and 
badly treated. Fertilizers were seldom used and there was really 
no good reason why they should be. Why should the farmers 
take pains to improve the soil when there was always near at 
hand an abundance of rich new land that they could use? A 
deep rich soil and an inexhaustible supply of land were incen- 
tives to wasteful rather than to scientific farming. “They ex- 
haust the old land,” said an observer, “as fast as possible till it 
will bear nothing more and then nothing remains but to take 
up new land in the same manner.” This custom of tilling land 
until it was exhausted and then deserting it for a fresh piece 
was so common that it may be said that colonial agriculture 
was a kind of “land butchery.” “Agriculture,” said one writer, 
“does not consist so much in cultivating land as in killing it.” 


Threshing Grain with the Flail 


COLONIAL WORKERS 


While there was an abundance of land there was a scarcity 
of labor. And labor was scarce chiefly because there was an 
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abundance of land. As soon as a wage-workef saved a little 
money—and this was not hard to do, for his wages were apt 
to be high—he would buy a little farm of his own and strike 
out for himself. Accordingly hired laborers were always leav- 
ing their jobs. In New England, as in the Mother Country, 
attempts were made to fix the wages of laborers by law and 
compel them to work at the legal rate (p. 13). But laws of 
this kind had little effect; it was found that in America free- 
men could not be treated as they were in England. So the 
problem of securing hired men for farm work was difficult 
to solve. Indeed, it was not solved at all, for as a matter of 
fact hired laborers were so scarce that it may be said that 
as a distinct class of wage-workers they hardly had an existence. 

The farm was usually tilled by its owner and by the mem- 
bers of the family, the children, even those of a tender age 
being expected to do their part. But there was always a de- 
mand for additional help, for the wilderness could not be 
conquered, great stretches of forest land could not be cleared 
of trees, stumps and stones, and fences, houses and barns could 
not be built, without the labor of more hands than could be 
furnished by the landowners and their children. In order to 
secure the help that was so much needed the colonists resorted 
to the employment of indented servants. These were laborers 
who of their own free will bound themselves under a written 
contract to serve their employers for a number of years. Ser- 
vants of this class usually came from the ranks of the unem- 
ployed in England. A poor man of England wishing to go to 
America and not having any money for the voyage would vol- 
untarily sell himself to a shipmaster for a period of years in 
payment of his passage. Upon landing in America the ship- 
master would get his passage money by selling the emigrant 
to some farmer. The emigrant now became an indented servant * 


1 They received their name from the notches on the edges of the instrument 
of writing which stated the terms of the contract between the employer and the 
servant. It was the custom to write duplicates of the contract and then cut them 
apart by a waving or jagged line called an ‘‘indent.’”’ One part was given to the 
employer and the other to the servant, so that the genuineness of the instrument 
could be attested by the exact coincidence of the indented margin of one part 
with the indented margin of the other part. 
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and was bound to serve the master by whom he was purchased 
for the term stated in the contract. This term of service was 
usually five or six years. During the years of his indenture 
the servant in the eyes of the law was a slave; he could not 
leave his master; he must do his master’s bidding; and he 
could be flogged whenever his master thought a flogging was 
necessary. By the terms of his contract, however, he was 
guarded against unjust treatment, and was assured of an ade- 
quate supply of food, clothing and shelter and of any necessary 
medical attention. At the end of the term he was given a 
new outfit of clothes and fifty acres of land and was released 
from his bondage. 

All indented servants did not belong to the ny oluneaee class. 
Many were criminals who were taken from English jails and 
brought to America, where they were compelled to work for 
a designated master for a period of years. The prisons of 
England were crowded because the laws were so harsh. Over 
three hundred offenses were punishable by death. Thousands 
languished in jail because they were unable to pay their debts, 
for it was a crime to owe money and not be able to pay it. 
Since convicts were so numerous it seemed good policy to ship 
them to America as indented servants. In this way the jails 
would be relieved of congestion and the colonies would be 
supplied with much-needed labor. So thousands and thousands 
of convicts were sent to America, where they worked in a 
state of bondage for a term that varied from seven to ten 
years. At the end-of this term they were set free. Besides the 
convicts there was an other class of bondsmen whose servitude 
was due to violence or fraud. For too often laborers were 
secured by unlawful means. Thousands of children were kid- 
napped and thousands of grown persons were the victims of 
misrepresentation and foul practice. A professional kidnapper 
declared in 1671 that in a single year he stole 840 persons and 
sent them to America to become indentured servants. At one 
period (about 1680) ten thousand persons were annually spir- 
ited away from England by kidnappers. 

In every colony the indented servant was an important 
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feature of industrial life. It has been estimated that of all the 
white persons who came to America during the colonial period 
probably half landed as “redemptioners”—as servants of this 
class were usually called. There were hardships in the lives 
of the redemptioners, for masters were often harsh and cruel. 
yet upon the whole both master and servant received benefits 
from the relation. The master was glad to get labor from which 
he could reap profit, while the servant was rescued from a 
wretched environment and placed where he could raise him- 
self in the social scale to a position he could not hope to reach 
at home. Thousands of redemptioners, after their term of 
service was over, bought land and became respected and pros- 
perous farmers. Many an American family that now holds its 
head high had its origin in the lowly redemptioner class of 
colonial times. 

Throughout the greater part of the seventeenth century the 
supply of labor came chiefly from the indented whites. By 
the end of the century, however, a stream of slave labor was 
flowing into the colonies. Slavery in America began in 1619 
when twenty negroes were brought to Virginia in a Dutch 
man-of-war. These first negroes were held in temporary bond- 
age and their status resembled that of the indentured servants. 
But before many years had passed the negro’s condition of 
temporary servitude was changed to one of perpetual bondage 
and negro slavery was regularly established. The system ex- 
isted in every colony, but its foothold was never strong except 
in the South. Even here it was a long time before slavery was 
introduced on a large scale. As late as 1680 there were only 
2,000 negro slaves in Virginia, while the white indented ser- 
vants numbered 6,000. But before the century closed negroes 
every year were being imported into the Southern colonies by 
the tens of thousands. This influx of slaves was of tremendous 
importance in our economic history, but since the slave sys- 
tem was not in full operation in the seventeenth century a 
discussion of its significance may best be postponed to a 


later chapter (pp. 76-79). 
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QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Was the settlement of America by the white man good for the 
Indian or bad for him? Was the presence of the Indian i in America good 
for the white man or bad for him? 

2. Describe the industrial life of the Indians. (Consult Farrand, 227- 
247.) 

3. How did the position of the colonial farmer differ from that of the 
European peasant? What prevented a peasant class from being formed 
in the colonies? 

4. Was the “land butchery” which the colonists practised a wise 
my of dealing with the situation which confronted them? 

What is meant by “involuntary servitude” i Baye olny servi- 
tude”? Is there after all such a thing as “voluntary servitude”? 

6. Point out the evils of slavery as they affect the morals of the 
slave; as they affect the morals of the master; as they affect society at 
large. Could these evils be offset by an economic gain that might ac- 
crue from slavery? 

7. Compare the conditions which surrounded the colonial farmer in 
the seventeenth century with the conditions which surround the farmer 
of today. 

8. What are the leading agricultural products of the State in which 
you live? Are these products sufficient to provide the inhabitants of the 
State with enough food for their tables? 

g. Distinguish between the English and the American use of the 
word “corn.” 

4 Fruits and Agricultural Products: Farrand, 45-53; Faulkner, 
57-00. 

11. The Indians as Farmers: Sanford, 1-12. 

12. Agricultural Land Tenure: Bogart, 39-50. 

a The System of Labor: Bogart, 66-73; Carlton, 14-21; Faulkner, 
71-76. 

14. Colonial Agriculture: Van Metre, 92-94. 


VI 


EARLY COLONIAL INDUSTRY AND TRADE 


Commerce connects nation with nation, relieves the wants and con- 
tributes to the wealth of all; and is to the general commonwealth of 
the civilized world what the daily intercourse of ordinary life is to 
private society, or rather, what air and food are to our bodies—Sir 
Walter Scott. 


Although farming was the mainstay of the colonies it was by no means 
the sole occupation of the people. In every colony there were some 
manufactures and there was developed during the colonial period an 
American commerce that excited the envy of the world. What is the 
story of this industrial and commercial development? What progress was 
made in the manufacturing industries in the earlier colonial period? 
What were the outlines of our commercial history during the seven- 
teenth century? 


EARLY COLONIAL MANUFACTURES 


In the early days the colonial farmer was compelled to turn 
his hand to a variety of tasks and become a Jack-of-all-trades. 
When his shoes needed mending he must do the work of a 
shoemaker. When he trapped otter and beaver the preservation 
of their skins required that he be something of a tanner. In 


the forest he was a lumberman, felling trees and hewing logs. 


When building his house he was a carpenter or mason. 

But a Jack-of-all-trades, however resourceful and clever he 
might be, could not supply all the industrial needs that arose. 
In their isolated situation it was necessary that the colonists 
should have their own sawmills and flour mills and iron forges 
and blacksmith shops, and that they should make their own 
wagons and harness and such other articles as were of universal 
use. Accordingly industries of this kind were established at a 
very early date. In every well-settled community there were 
millers and blacksmiths and wheelwrights and carpenters ply- 
ing their trades in order to supply the local demands. 
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The forest was the parent of numerous industries. We have 
already seen that it furnished the raw material for a large 
output of ships. It also supplied the colonists with all the lum- 
ber they needed for their own purposes and gave them much 
that they could sell. A great deal of the lumber was sawed 
by hand, yet it was not long before machinery was brought 
into use. In 1635 there was established at Portsmouth, New 
Hampshire, a sawmill operated by water-power. Here the col- 
onists were ahead of the mother country, for a sawmill of 
this kind did not appear in England until 1663. 

An iron industry also was developed at an early date. Along 
the coast in nearly every colony there was a deposit known 
as bog ore, while rock ore was found in the upland regions of 
the interior. Iron from both of these kinds of ores could be 
cheaply extracted, for near at hand there was always an abun- 
dance of wood which when converted into charcoal could be 
used for smelting. Here was an opportunity that was nowhere 
neglected. In 1619 iron works were established in Virginia and 
in 1643 there was erected near Lynn, in Massachusetts, a 
smelting furnace which produced seven tons of iron a week. 
Thus the colonists supplied themselves with iron for wagons, 
farm implements, cooking utensils and other articles for which 
they had immediate use. For the manufacture of nails there 
were slitting-mills for turning out long, slender rods of iron 
from which the all-important nail could be easily made. 

The nails were made in the home, for the colonial household, 
like the household of England (p. 17), was a scene of industry. 


The earliest ships brought over spinning wheels and looms,. 


and these found their way into the colonial kitchens which 
became workshops where the women wove and spun. The farm- 
er raised the wool and his wife and daughters spun it into 
yarn, which they knitted into stockings or wove into cloth. 
Out of the cloth was made garments which the family wore. 
Thus the farmer who cut the wool from the back of his sheep 
wore the very same wool on his own back. And he also wore 
on his back the flax which he raised in his field. For in his 
household his flax was prepared for the loom and woven into 
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linen, which in colonial times served most of the purposes for 
which cotton is used today. A pleasing picture of ‘the spinning 
and weaving of the colonial household is drawn by Alice Morse 
Farle. “Often by the bright firelight in the early evening every 
member of the household might be seen at work on the various 
stages of wool manufacture. The old grandmother at light and 
easy work such as carding the wool into fleecy rolls. The mother 
‘spins the rolls into woolen yarn at the great wheel. The oldest 
daughter sits at the stick-reel. A little girl at a small wheel is 
filling quills with woolen yarn for the loom. The father is set- 
ting fresh teeth in a wool-card, while the boys are whittling 
hand-reels and loom-spindles.”’ In addition to the textiles other 
important articles such as candles and soap were made within 
the home. 


EARLY COLONIAL COMMERCE 


Valuable and ‘helpful these simple manufacturing industries 
undoubtedly were, yet they were not so important as the trade 
that was carried on. In the colonial economy commerce was a 
pressing necessity. Without trade relations with the Old World 
the colonists would have been in an economic sense outcasts on 
a distant coast. As long as America remained a wild and unde- 
veloped region there would be a demand in the colonies for 
:goods that could not be produced at home. The colonists might 
supply themselves with some ordinary useful commodities by 
‘the labor of their own hands, but if they were to advance in 
civilization they must import many articles from the outside. 
If they were to have garments of the best woven cloth, furni- 
iture of the best make, tools of the finest grade, they must get 
jthem from abroad. In order to get the desired goods they must 
:send out commodities to pay for the things brought back. That 
tis to say, they must have a commerce; they must trade with 
‘outside countries. 

. Fortunately the location of the colonies was entirely favorable 
to an overseas trade. All the settlements were made close to the 
‘ocean on bays or rivers or sounds where ships could ride with 
their cargoes. New Hampshire had its beginnings on the Pisca- 
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taqua River ; Massachusetts, around Massachusetts Bay ; Rhode 
Island, around Narragansett Bay; Connecticut, along the Con- 
necticut River; New York, and New Jersey, around New York 
Bay; Delaware and Pennsylvania, around the Delaware Bay; 
Maryland and Virginia, around the Chesapeake Bay; North 
Carolina, on the Albemarle Sound ; South Carolina, at the mouth 
of the Ashley River; and Georgia, at the mouth of the Savan- 
nah. Thus every colony had direct communication with the 
countries beyond the seas. 

All the colonies engaged in the overseas trade. The exports 
consisted of raw material and of agricultural products. Every 
colony exported furs and lumber. The Carolinas sent out rice 
and naval stores—tar, pitch, turpentine. Virginia and Maryland 
had little else to send abroad besides tobacco, but this was a 
commodity of primary importance, for throughout the entire 
colonial period it had a value greater than all other exports 
put together. Delaware, Pennsylvania, New Jersey and New 
York exported the products of the farm, chiefly wheat and 
rye. The New Englanders exported chiefly their fish and the 
ships which they built. In their own vessels they carried their 
fish and lumber to distant. parts and often at the end of the 
voyage the vessel as well as the cargo was sold. They built 
and sold the best and cheapest ships afloat. In 1676 New Eng- 
land shipyards turned out thirty vessels which were sold in 
England. 

On its import side colonial commerce consisted chiefly of 
goods manufactured in England and on the Continent and of 
sugar and molasses brought from the West Indies. By far the 
greater part of the imports came from England. To enumerate 
the imports is of course impossible, for they included almost 
every article which was used by civilized man. 

Commerce was not confined to the ocean. There was trading 
between colony and colony and between different points in the 
same colony. Here the transportation of goods was almost en- 
tirely by water, for it was only along the water routes that 
trade was practicable and profitable. A brisk overland trade 
was out of the question until roads should be cut through the 
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wilderness which always separated one settlement from another, 
and such highways were slow in coming. As late as 1683 trav- 
elers on foot and on horseback between Boston and New York 
had only a narrow Indiari trail for a highway, and it was not 
unti! the close of the colonial period that even the largest towns 
were connected by highways along which goods could be car- 
ried. This tardiness in road building was due in part to the 
excellent means of communication afforded by the water- 
courses. There was little need in Virginia, for example, for 
good roads when the rivers and their branches made it possible 
for almost every planter to have his own wharf from which he 
could ship his tobacco and on which could be landed the rich 
carpets and mahogany furniture which came from England. 
The failure to build good roads was due also in part to the 
fact that nowhere in the world had there as yet been much 
progress in highway construction. The colonists had been ac- 
customed to bad roads at home (p. 14) and they were content 
to get along without good roads in America. 

It was not so much good roads that the colonists desired 
as it was good money. For never at any time were they able to 
get their hands on a supply of sound money—gold and silver— 
sufficient for their needs. They were always buying from abroad 
more than they were selling and, in order to meet their debts, 
were always sending out from the colonies more money than 
came back. Thus there was produced a chronic shortage of 
money. It was a shortage, however, that was unavoidable. In 
a new country all kinds of tools and household utensils and 
manufactured goods must be had and the purchases must be 
so heavy that it is next to impossible to keep any money on 
hand; debt carries it away to the older countries in which the 
purchases are made. 

Finding themselves without sufficient metallic currency, the 
colonists resorted to the use of some commodity which would 
pass from hand to hand and be received as a substitute for 
money. When selecting such a commodity they chose some 
staple article for which there was a ready market and a gen- 
eral demand, something which everybody was willing to take. 
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In New England in the early days when coin was scarce the 
settlers availed themselves of wampum—strings of polished 
clam shells—which was already in use among the Indians. 
In New York also wampum was used in the fur trade with 
the Indians. In Maryland and Virginia tobacco was chosen as 
a substitute for the silver and gold coins which were lacking. 
It was an excellent substitute, for the Indians prized it highly 
and merchants were always ready to purchase it when it was 


Colonial Paper Money. 


brought down to the ships. Men, therefore, would accept it not 
because they wanted it for themselves, but because they knew 
they would have no trouble in exchanging it for any other com- 
modity which they might wish. And there were other reasons 
why it proved to be a good substitute for money. A small bulk 
of it contained-a great deal of value, a pound of tobacco in 
the early days of the colony being worth three shillings in 
England. Moreover, it could be easily divided and subdivided 
and articles of small value as well as of great value could be 
conveniently exchanged for it. 


EARLY. REGULATION OF COLONIAL COMMERCE 
AND INDUSTRY 


The legislatures of the colonies, imitating the practice of 
Parliament (p. 17), enacted many laws for the regulation of 


+ For the subject of colonial paper money, see Dao t 
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both commerce and industry. Laws were passed prohibiting or 
restricting the exportation of such raw materials as iron, wool, 
and leather, in order that these articles might be kept at home 
for the use of local manufacturers. Virginia and Connecticut 
encouraged by legislation the planting of flax and hemp. The 
manufacturing industries especially were favored. Prizes and 
bounties were given for the successful production of such com- 


modities as were highly desirable. In Maryland the production » 


of iron was encouraged by offering one hundred acres of land 
to any citizen who would set up a forge or furnace in the prov- 
ince. Pennsylvania gave a bounty of twopence a gallon on dis- 
tilled spirits. In New England it was the textile industries that 
found favor in the eyes of the law. Massachusetts went so far 
as to force people to engage in certain kinds of manufactures, 
for in 1655 the legislature of this colony ordered the select- 
men of the towns to ascertain the number of spinners in each 
family and to require each spinner to turn out a certain amount 
of yarn. These regulations doubtless had the effect of stimulat- 
ing the growth of some industries but, broadly speaking, their 
influence upon the economic development of the colonies was 
not very great. 

Of far greater importance than the regulations made by the 
‘colonial legislatures were the enactments of the English Par- 
liament. Altogether nearly a hundred laws were passed by the 
Parliament for regulating and controlling the commerce and 
ithe manufactures of the colonies. These regulations of Parlia- 
ment, however, did not begin to go into effect until most of the 
colonies were already standing rather firmly on their own feet 
and working out their own economic salvation. The long con- 
flict between the King and Parliament and the civil war that 
followed caused England to neglect and almost to forget her 
colonies, with the result that for nearly fifty years they enjoyed 
a freedom that was well-nigh complete. They engaged in such 
industries as they pleased, they bought where they pleased and 
they sold where they pleased, and nobody said them nay. 

About the middle of the seventeenth century Parliament de- 
termined to take a hand in the management of colonial affairs. 
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In dealing with the subject it assumed that a colony was a 
“possession that was to be exploited for the benefit of the Eng- 
lish nation.” “The only use and advantage,” said Lord Shef- 
field, “of American colonies or West India Islands is the 
monopoly of their consumption and the carriage of their prod- 
uce.” Like the other nations that had colonies, like France, ~ 


The. Spain and Holland, England legislated in accordance with what 
tile y is now known as the Mercantile Theory. According to this 


theory, if a nation is to be rich and great and strong it must 
have a large population, a large navy,.and a large volume of 
money in its treasury. As applied to colonial matters affecting 
England the doctrine implied that “the colonies were valuable 
only so far as they extended trade and offered a market for 
English manufactured goods, furnished naval supplies and other 
raw materials, opened up mines of precious metals, employed 
English ships in the fisheries and carrying-trade, and added to 
the king’s revenue for the expenses of the kingdom by paying 
duties on the commodities which they sent to England.” 

For the purpose of making the colonies contribute in these 
ways to the power and wealth of the Mother Country, Parlia- 
ment subjected colonial trade and industry to a series of regu- 
lations known as Navigation Acts or Acts of Trade. When 
passing laws of this kind it acted upon the principle that the 
trade of a colony, like the colony itself, belonged exclusively 
to England; that no outside country had any right whatever 
to trade with an English colony without the permission of 
England. There-was nothing peculiar in this, for every. nation 
that had colonies acted upon the same principle. The many 

The Four Navigation Acts that were passed may be divided into four 

of Naviga: classes or groups: (1) Those that referred to ship-building 
anu the carrying trade; (2) those that referred to colonial ex- 
ports; (3) those that referred to colonial imports; and (4) 
those that referred to colonial manufactures. Each of the 
classes will now be considered, but the history of the Trade 
Acts will not at this point be carried beyond the seventeenth 
century. 


The regulation of the carrying trade began in earnest in 
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1651, when the first Navigation Act was passed. This law in 
its amended form provided: (1) That all goods of the produc- 
tion of Asia, Africa or America imported into England must 
be carried in English-owned ships of which the master and at 
least three-fourths of the crew were English; (2) that goods 
produced in Europe and imported into England must be car- 
ried either in English-built ships manned by English sailors 
or in the ships of the country which produced the goods—a pro- 
vision under which French vessels, for example, might carry 
the productions of France to England but must not carry the 
productions of Spain or Holland to England; (3) that foreign 
vessels might not engage in the coasting trade, whether be- 
tween English or colonial ports. The underlying purpose of this 
act was to build up English shipping and increase the carrying 
trade of the English nation. The law was enacted in the hope 
that it would injure Holland, the country that was fast gaining 
ithe control of the carrying trade of the world and that had 
therefore become England’s most dangerous rival. If the Dutch 
could be prevented from carrying any goods from the English 
colonies to England and from other countries to England an 
amportant source of their commercial power would be destroyed. 
The regulation of exports began in 1660 when Parliament, 
believing that English merchants ought to have the first claim 
to any colonial commerce they might desire, ordered that no 
sugar, tobacco, cotton-wool, indigo, ginger, fustic or other dye- 
woods of. “the growth, produce, or manufacture of any Eng- 
ish plantation in America should be shipped to any place what- 
soever except England.” The commodities whose exportation 
was thus restricted were generally referred to as “enumerated 
articles.” The only important product of the continental col- 
onies immediately affected by this restriction was tobacco. This 
nad to be sent to England, although the law did not prevent the 
shipment of tobacco from one English colony to another. 
Having shut out foreign ships from the colonial trade and 
naving required the colonists tc export the “enumerated ar- 
ticles” only to English ports, Parliament in 1663 passed a law 
‘egulating colonial imports. This law provided that the prod- 
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ucts of Europe could be imported into the English colonies 
only when shipped in English vessels from English ports. If 
the colonists wished to buy the manufactures of Holland or 
Spain, he could do so, but he must go to England for them. 
Thus England became the market place for all goods imported 
into the colonies. A few exceptions were made. Salt for the 
New England fisheries did not have to pass through England 
and wines might be shipped directly from Madeira to the 
colonies. 

Colonial manufactures were also brought under the control 
of Parliament. By the end of the seventeenth century the woolen 
industries carried on in the homes had expanded to such an 
extent that the northern colonies were not only making woolen 
goods for their own use but were selling cloth to other colonies. 
For these colonial manufactures England had a severe frown. 
She had woolen industries of her own and they were the largest 
factor in her industrial life (p. 17). Moreover, it was her set- 
tled policy to keep her colonies in the condition of agricultural 
communities from which her manufacturers might secure their 
raw materials. So she took measures to stifle and destroy the 
colonial manufactures. In 1699 Parliament passed the Woolen 
Act, a law which made it unlawful to send woolen goods out 
of the colony, or from one colony to another, or from one place 
to another in the same colony, for purposes of sale. Under the 
law the colonists were not permitted to load wool or woolen 
productions upon any ship, wagon, horse, or other means of 
transportation for the purpose of carrying it to any point. That 
is, if wool was to be used at all, it would have to be manu- 
factured into cloth upon the farm where the sheep were shorn. 
Sometimes Yankee inventiveness found a way to evade the 
act and still keep within the letter of the law; the sheep were 
driven to the place where the wool was wanted, were shorn 
there, and then driven back to their owner’s pasture. 

What, in general, was the effect of these regulations? From 
the English viewpoint they were wise and beneficial, for under 
the Navigation Acts England saw her navy strengthened, her 
trade extended and her revenues. increased. The effect of the 
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regulations upon the colonies was in part beneficial and in 
part injurious. The regulations relating to ship-building and the 
carrying trade were helpful to the colonists, for in the law co- 
lonial ships were included in the term “Inglish” and could there- 
fore share in any advantages that might arise from the monop- 
oly which English claimed for herself. As a matter of fact the 
ship-building industry of New England was greatly aided by 
the Navigation Acts. The regulation relating to exports bore 
heavily upon Maryland and Virginia for it compelled the to- 
bacco growers to deal only with English merchants and accept 
such prices as were offered in the I‘nglish market. In this mar- 
ket, however, the colonists were given a virtual monopoly, for 
the law prohibited the growing of tobacco in England and 
imposed high duties on Spanish tobacco. The regulations relat- 
ing to imports seem harsh to us, yet they did not give the 
colonists a great deal of trouble. They were the natural custom- 
ers of England and could make as good bargains in the 
English market as anywhere in the world. The great bulk of 
colonial imports would probably have come from England even 
if there had been no Acts of Trade. The regulations relating to 
woolen manufactures had a positive effect: they nipped the 
colonial woolen industry in the bud. Outside the home the 
manufacture of textiles did not flourish at any time in the 
colonial period. After 1699 half of the English exports sent 
to the colonies consisted of woolen goods. 


OURSTIONS, DISCUSSIONS AND REFERENCES 


1. Make out a list of some of the articles which the early colonists 
were compelled to import. 

2. Describe early colonial industries (Bogart, 53-63). 

3. What effect did climate and soil have upon the economic growth of 
the several colonies? : 

4. Give reasons why silver and gold are universally used as money. 

5. Let us suppose that in 1615 a pound of tobacco in Virginia would 
purchase a bushel of corn; if five years later a pound of tobacco could be 
raised with half the labor that it formerly took, while a bushel of corn 
required the same amount of labor, how much corn could be purchased 
in 1620 for a pound of tobacco? Why would a pound of tobacco in 
1620 have less purchasing power than in 1615? Is the purchasing power 
of a piece of money proportional to the labor that has been spent in 
obtaining it? 
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6. Name all the different kinds of money you have seen. 

7. In what respects did England profit by the trade regulations? 
In what respects did the colonies profit by them? In what respects were 
they harmful to the colonies? Upon the whole were they good or bad for 
the colonies? 

8. Navigation Acts and the Colonial Trade: Andrews, 3-21. 

9. Son and Economic Conditions in the Colonies: Andrews, 
314-3306. 

10. Colonial Industries: Bogart, 53-63; Faulkner, 88-91. 

11. Colonial Commerce: Bogart, 79-85; Faulkner, 105-109. 

12. Colonial Transportation: Van Metre, 111-115. 


Vil 


THE COLONIAL FRONTIER 


The advance of the frontier has meant a steady movement away from 
the influence of Europe, a steady growth of independence on American 
lines. And to study this advance, the men who grew up under these 
conditions, and the political, economic, and social results of it, is to’ 
study the really American part of our history—F. J. Turner. 


We have now followed the economic growth of the colonies through 
the seventeenth century. The scene of this development was a narrow 
strip of country that lies along the Atlantic seaboard. By the time the 
next century opened adventurers were pushing out into the region that 
lay back of the older settlements and preparing it as a scene for new 
developments. This opening up of new lands was for more than two 
hundred years a permanent feature of American history; men were 
always pushing out into the wilderness and establishing a new frontier. 
a this chapter the frontier of the colonial period will be the principal 
theme. : 


THE COLONIES IN 1700 


Our story has now brought us to the closing years of the 
seventeenth century, when there was a solid wall of English 
civilization extending from Nova Scotia to Florida and when 
a very substantial number of white persons were living in 
British America. No accurate census of the people had as yet 
been taken but we have estimates which seem to justify the 
statement that the total population of the colonies in 1700 was 
something like 260,000, distributed as follows: New Hamp- 


shire, 5,000; Massachusetts, 60,000; Rhode Island, 5,000; Con-_ 


necticut, 20,000 ; New York, 25,000; New Jersey, 15,000; Penn- 
sylvania and Delaware (combined), 30,000; Maryland, 30,000 ; 
Virginia, 65,000; the Carolinas, 10,000. These figures seem 
small, yet they are larger than those which denoted the colonial 
population of any of the rivals of England. As a colonizing 
nation Britain was leading the world. 

The more thickly settled portions of the seaboard were dotted 

65 


of the 
Colonies 
in 1700 


66 RISE OF AMERICAN COMMERCE AND INDUSTRY 


with small agricultural villages, but by 1700 no city of con- 
siderable size had appeared, for large urban centers do not 
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The Frontier Line in 1750. 


arise in a purely agricultural community. The city is always 
the creation of either commerce or of manufacture or of both. 
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Still, by 1700 the trading at colonial seaports had built up sev- 
eral flourishing towns. Of these Boston with a population of 
about 7,000 was the largest. New York was a town with about 
5,000 inhabitants. Philadelphia, although but recently founded, 
was growing rapidly and was presently to become the largest 
of colonial cities. In Maryland and Virginia life was entirely 
rural. Norfolk, indeed, was a busy little seaport, but was in 
no sense a city. The only considerable town south of Philadel- 
phia was Charleston, which was now beginning to be the social 
and economic center of South Carolina. 

A hundred years of hard work, of wood-chopping and build- 
ing and plowing, resulted in the settlement of a strip of sea- 
board territory which was more than 1200 miles in length but 
which in many places extended into the interior only a few 
miles and in no place more than a hundred miles. In the year 
1700 all the colonies, broadly speaking, were maritime com- 
munities whose economic life was confined to the seaboard 
strip. A line drawn in a general southwesterly direction from 
the “ falls’? of the Penobscot in Maine through the “falls” of 
the next river flowing into the Atlantic and continued on from 
“falls” to “falls,” until the Santee in South Carolina is reached, 
describes roughly the frontier line in 1700. Between this line 
and the sea the conquest of the wilderness had been quite thor- 
ough and complete. The dense forests to a large extent had 
disappeared, the Indians were allowing the whites to live in 
peace, and the seaboard country was lined with thriving com- 
munities. In 1700 it was possible for one to travel from Portland 
in Maine to Williamsburg in Virginia and to sleep each night 


in some good-sized village. 


THE BEGINNINGS OF ‘THE WESTWARD MOVE- 
MENT ‘ 


+. The outer fringe of settlement was of course always moving 
farther into the interior. In the first quarter of the eighteenth 
century it began to move much more rapidly:than ever before. 


1The “falls” of a river is the place which marks the head of its navigation. 
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Then it was that settlers in considerable numbers began to — 
push out from the tidewater region into the zone of upland 
country that lies between the “fall-line’” and the Alleghanies. 
This zone Professor Turner calls the “Old West” and describes 
it as including the back country of New England, the Mohawk 
Valley, the Great Valley of Pennsylvania, the Shenandoah Val- 
ley, and the Piedmont—that is, the interior or upland portion 
of the South, lying between the Alleghanies and the heads of 
navigation of the Atlantic rivers. 

The advance into the “Old West” was more rapid at some 
points than at others. In New England the conflicts between 
the English and the French were unfavorable to the settlement 
of the back country, yet in Connecticut and western Massa- 
chusetts, where the frontier was not exposed to the depreda- 
tions of the French, there were gains upon the wilderness. In 
New York the checks to expansion were even more effective 
than they were in New England. On the northern border of 
New York were the hostile Canadians. In the central and west- 
ern parts of the colony the Iroquois Indians blocked the prog- 
ress of the white man. Then the land policy of New York 
(p. 32) was unfavorable to growth; the settlers could not get 
cheap land, the thing that always gave vitality to the western 
movement. 

It was in Pennsylvania, Maryland and Virginia that the 
frontier line in colonial times receded with the greatest rap- 
idity. The movement began in Virginia. In 1710 Alexander 
Spotswood, the governor of the Old Dominion and a most en- 
thusiastic and energetic pioneer, passed through one of the gaps 
of the Blue Ridge and entered the Shenandoah Valley, taking 
with him a party of fifty men. It was the purpose of Spotswood 
in taking possession of the valley to check the movement of 
the French, who were in the Mississippi Valley building forts 
and extending their power eastward as fast as they could and 
as far as they dared. An immediate result of his expedition 
was to open the valley to settlers. The first of these went out 
from Virginia but soon pioneers from Pennsylvania were mov- 
ing down into the valley. For the trees of Penn’s woods fell 


THE COLONIAL FRONTIER 69 


fast before the axes of the pioneers who by 1718 had pushed 
out as far as Lancaster and by 1730 had founded Harrisburg. 
Having crossed the Susquehanna some of the Pennsylvania 
homeseekers settled in the Cumberland Valley—the Great Val- 
ley—while others moved on down into the Shenandoah Valley 
where they joined the Virginians who were already there. In 
this wave of immigration which rolled down from Pennsylvania 
were many settlers who found homes in the western part of 
Maryland. 

The movement did not halt until it reached the interior dis- 
tricts of the Carolinas, for after the best lands in the Shenan- 
doah Valley had been taken the pioneer pressed on to the val- 
leys of the Yadkin and the Catawba. By 1750 the frontier line 
in the Carolinas had been carried back from the coast for a 
distance of more than a hundred miles and the foundation of 
several interior towns had been laid. By this time also home- 
seekers were moving into the valleys of the new colony of 
Georgia which in 1733 was planted on what was then known 
as the Carolina coast. Thus between 1700 and 1750 the strip 
of civilization along the the seaboard was greatly widened and 
the frontier line carried westward in some places over the 
Blue Ridge Mountains even to the crest of the Alleghanies. 


IMMIGRATION 


In this conquest of the wilderness all sorts of people took a 
part. Many who went out to take up land in the back country 
‘were redemptioners whose term of service had ended (p. 50). 
“The inhabitants of our frontier,’ writes Governor Spots- 
‘wood in 1717, “are composed generally of such as have been 
‘transported hither as servants.” But presently the redemptioners 
‘were outnumbered by emigrants of non-English stock. For a 
‘tide of foreign immigrants was now flowing into the colonies. 
‘Before 1700 the colonial population, with the exception of a 
jhandful of Dutch and Swedes and with the further exception 
sof a few negroes, was in its character and composition wholly 
sand distinctly English. After that date the foreigners began 
‘to come and they were soon arriving in such numbers that the 
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older colonial stock became alarmed lest it be overwhelmed 
by the strangers—an apprehension that has arisen in the minds 
of Americans again and again, whenever the influx of immi- 
grants has been unusually great. The fears of the original col- 
onists proved to be groundless; they were not submerged by 
the foreigner and the English civilization was not blotted out. 
Still, the immigration of the eighteenth century left its impress 
upon colonial society. This could hardly be otherwise, for it is 
probable that by the middle of the century nearly one-third of 
the colonial population consisted of people who were of an 
alien race. 

The stream of foreign immigration began: to flow in the 
last years of the seventeenth century when Germans from the 
Rhine valley began to emigrate to America. They came because 
they were the victims of persecution under the foreign flag of 
France and because their country was devastated by wars which 
brought widespread demoralization in agriculture, industry and 
trade. A few of them found their way to the Mohawk valley 
in New York but most of them settled in Pennsylvania, where 
they were known as the Pennsylvania ‘Dutch. They were en- 
couraged by the [english government to emigrate to America 
and were eagerly sought by Penn as colonists, with the result 
that by 1710 immigration from Germany to Pennsylvania had 
begun on a large scale. And it continued on a large scale for 
many years. It is estimated that at the end of the colonial period 
100,000 Germans had their homes in Pennsylvania. 

The coming of the Germans gave impetus and character to 
the westward movement. They were excellent pioneers, they 
were not afraid of hard work, and they were skilful farmers. 
No sooner did they land at Philadelphia than they turned 
their faces to the West and were soon out in the Great Valley, 
selecting the best farming lands and erecting small dwelling 
places for themselves and spacious barns for their cattle. They 
made bold to break away from the settled districts and to enter 
the forests of the back country. They pushed far down into 
the Shenandoah Valley and far out into the mountainous region 
at the West, 
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In the wake of the Pennsylvania Dutch came the Scotch- 
Irish. These were not Irish at all, but Scotchmen who had set- 
tled in northern Ireland and had left their homes to come to 
America because they had been badly treated by the English 

government. As Presbyterians they had been persecuted on 
account of their religion, and their industry had been injured 
by the repressive laws of Parliament. Their woolen industry had 
been virtually destroyed by the Woolen Act of 1699 (p. 63), 
for this law applied to Ireland as well as to the colonies. “As 
a result of this legislation twenty thousand of the Protestant 
citizens of Ulster, deprived of employment, left Ireland for 
America, carrying with them the remembrance of how English 
faith, plighted to their forefathers, had been broken under the 
influence of English greed.” The emigration thus begun early 
in the eighteenth century continued until at last one-sixth of 
the total population of the colonies was Scotch-Irish. 

The Scotch-Irish emigrants found homes in every colony, 
but like the Germans they were attracted in greatest numbers 
to Pennsylvania, where first and last nearly two hundred thou- 
sand of them settled. “It looks,” said the governor of Pennsyl- 
vania in 1729, “as if all Ireland would send all its inhabitants 
hither, for last week not less than six ships arrived.” Like 
the Germans, they, too, turned their faces to the West and 
were soon out on the frontier making settlements wherever 
they could find good vacant land. In many cases they settled 
on land simply as “squatters,” paying little attention to the 
claims of the Indians or of anybody else. It was against the 
law of God and nature, they said, that so much land should 
lie idle while so many Christians wanted it to work on and 
raise bread. During the first part of the eighteenth century 
they moved with the Germans along the Cumberland and 
Shenandoah valleys but later they veered to the northwest and 
by the time of the Revolution they had crossed the Alleghanies 
and were making settlements in the region drained by the Ohio 
and its tributaries. 
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ECONOMIC ASPECTS OF THE EARLY WESTWARD 
MOVEMENT 


But it was only the most adventurous who pushed out beyond 
the Alleghanies. For throughout the greater part of the colonial 
period these mountains served as a barrier to check the west- 
ward movement of settlers. And the fact that they were halted 
had far-reaching economic effects upon colonial development. 
The mountain wall compelled the early pioneer to work out 
his destiny on the Coastal Plain. The hunter, baffled by the 
Alleghanies, became a farmer; the gentleman adventurer, a 
tobacco grower. As a result the population of the country 
between the mountains and the ocean, instead of being thinned 
out by a constant westward migration, became denser and 
denser, while the natural resources of the region, instead of 
being lightly skimmed over, were developed in a fashion that 
made it possible for the roots of English civilization to sink 
deep in the soil. 

The first settlers to move out into the Old West were the 
cattle-raisers from Virginia. These pioneers, following the fur- 
trader (p. 38), carried their herds from the tidewater district 
up into the Piedmont region, where their horses and cattle 
could find shelter in the forests and feed upon grass, for the 
upland country was a happy combination of woodland and 
pasture with clear running streams and mild climate. The cattle 
ran wild in the woods, but at regular times were chased into 
corrals where they were branded as belonging to a particular 
owner. From the back country the cattle were driven on foot— 
a method of transporting live-stock which was not abandoned 
until the appearance of the railroad—to the coast towns where 
they were sold. Thus it was in the early days of the westward 
movement that our great livestock industry had its beginning. 

In the development of the back country the pioneer farmer 
was not long in making his appearance. The fur-bearing ani- 
mals took the hunter and the trapper to the west, the grasses 
attracted the cattlemen, and the rich virgin soil the farmer. The 
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cultivation of tobacco was carried into the Virginian Piedmont 
while the farmers of the Cumberland Valley planted their fields 
in wheat and rye. Thus the early westward movement resulted 
in a most important extension of the agricultural area, By the 
middle of the eighteenth century both the Shenandoah Valley 
and the Great Valley of Pennsylvania had been opened up and 
brought under the dominion of pioneer farmers. 

In this Old West we see the beginnings of our inland trade. 


The Pioneer Carrying His Products to Baltimore. 


Boston and other New England towns increased as trading 
centers after the settlers of the back country began to send 
their products to the seaboard, and even more significant was 
the commerce which had its origin in the Great Valley and in 
the Piedmont. Besides the droves of cattle and horses that 
went out from the uplands of Virginia and the Carolinas, the 
grain and apples and butter of western Maryland and the 
Shenandoah Valley were taken to towns on the seacoast. One 
of the places which early profited by this trade was Baltimore, 
laid out in 1730. In order to reach the eastern market it was 
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often necessary for the pioneers to cut their way through dense 
forests, to build bridges, and establish ferries. In this way 
Indian trails and bridlepaths were widened into wagon roads, 
the back country was brought into communication with the sea- 
board, and trade between the East and West was set in motion. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Can you name any large colonial towns that were not located on 
rivers? 

2. Why did the frontier line advance faster in the southern colonies 
than in the northern? 

3. What influence did the Appalachian Mountains have upon the west- 
ward movement? (Semple, 36-61.) 

4. Write a short composition describing the life of the colonial pioneer, 
touching upon the dangers that surrounded him, the comforts and con- 
veniences of which he was deprived, the methods by which he had to 


gain his*livelihood, his means of communicating with the older com- _ 


munities, and the isolation of ‘his. life. 

5, What is an immigrant? and emigrant? Were the negro slaves immi- 
grants? Were the involuntary indentured servants immigrants? 

6. What were the causes of immigration to America in the eighteenth 
century? Was overcrowding at home one of these causes? 

7. The Back Country: Semple, 36-51. 

8. Westward Movement. Before the Revolution: Faulkner, 117-138. 

9. Immigration and’ Expansion: Greene; 228-248. 

io, The American Frontier of 1763: Paxson, I-II. 


VIII 


Pe OGh ESS UNDER THe OLD COLONIAL, POLICY 


The colonies were a part of the empire and, as such, enjoyed its most 
valuable privileges... . They enjoyed almost complete freedom of inter- 
colomal trade, and a large measure of freedom in trade with the rest 
of the world. ... They were protected by Great Britain with small 
expense to themselves, both from territorial invasion, and in the prosecu- 
tion of their commerce in all parts of the world. ... Moreover, they 
were given almost complete political freedom—G. S. Callender. 


In previous chapters the economic progress of the colonies was traced 
as far as the end of the eighteenth century. The developments of the 
later colonial period will now receive attention. What was the history 
of agriculture in the colonies in the eighteenth century? What progress 
had been made in manufactures by the end of the colonial period? What 
were the commercial achievements of the time? 


ROLON TAL AGRICULTURE IN THE BRIGHTEENTH 
CENTURY 


Although the colonies at the opening of the eighteenth cen- 
tury were developing a flourishing commerce and although the 
manufactures in some places were exciting the jealousy of 
England, their predominating interest nevertheless continued 
to be agriculture. Even in New England, where the farmers 
could do little more than supply the local market and where 
there was so much activity along commercial lines, not more 
than one person in ten was wholly engaged in non-agricultural 
pursuits. By the end of the colonial period the greater part of 
New England had been transformed into a well-developed agri- 
cultural section. In 1775 an Englishman wrote as follows: 
“There is in many respects a great resemblance between New 
England and Great Britain. In the best-cultivated parts of it you 
would not in traveling through the country know from its 
appearance that you were from home. The face of the country 
has in general a cultivated and cheerful prospect; the farm 
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houses are well and substantially built and stand thick .. . 
All the inhabitants of the country appear to be well fed, clothed 
and lodged.” 

In every colony south of New England farming was carried 
on not only to supply local needs but to raise products that 
could be sold in outside markets. In the Middle colonies agri- 
culture was the chief business of life. It is true that New 
York and Philadelphia were centers of a flourishing trade, yet 
it was a trade that rested almost wholly upon agriculture. The 
colony of New York, for reasons which have already been given 
(p. 68), had hardly touched its agricultural resources, yet by 
1750 it was shipping flour at the rate of 80,000 barrels a year. 
Pennsylvania was little else than a community of prosperous 
farmers. By the middle of the century the Quaker colony 
was leading all its sisters in the production of wheat ana flour 
and was rightfully known as the chief granary of North 
America. 

In the Southern colonies the staple crops, tobacco and rice, 
at the opening of the eighteenth century were being raised by 
a system of large-scale production. This system was made pos- 
sible by increasing the size of the plantation and employing 
a larger number of laborers in the fields. The agricultural 
workers were the negro slaves, who were now being brought 


‘into the colonies every year by the tens of thousands and who 


were increasing the colonial population almost as fast as it 
was being increased by white immigration (p. 70). Until late 
in the seventeenth century slaves were not easy to get because 
the slave-trade was in the hands of a company—the Royal A fri- 
can Company of England—which was chartered with monopoly. 
privileges. In 1688, however, the bad traffic was thrown open 
to private enterprise with the result that the trade expanded 
with marvelous rapidity. At the opening of the eighteenth cen- 
tury the slave population of the American colonies was about 
30,000 ; fifty years later it was ten times as great. _ 

More than three-fourths of all the negroes in the colonies 
were employed on Southern plantations. In Maryland and Vir- 
ginia slave labor became the mainstay of tobacco culture. By 
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+1730 the black population of the Old Dominion was only 
slightly less than that of the white population. In North Caro- 
lina, where conditions were not generally favorable to the for- 
mation of large estates and where the general economy re- 
sembled that of the Northern colonies, slaves were not numer- 
ous. In South Carolina it was quite different. Here it was found 
that the low swampy lands along the coast would produce abun- 
dant crops of rice, but that the task of cultivating the hot, wet 
fields was too laborious for white men. Slaves, however, could 
do the work and they were put into the fields in such droves 
that by the middle of the eighteenth century the blacks of 
South Carolina outnumbered the whites two to one. Georgia, 
also had good rice lands but early in her history she could not 
cultivate them because her charter did not permit slavery. In 
time, however, the restriction was removed, and, following the 
example of her neighbor, she employed slaves in her rice fields. 
Thus in the cultivation of the soil every colony south of the 
Mason and Dixon’s Line, except North Carolina, adopted a 
system of slave labor. 

The system was adopted because there was more profit in 
the labor of the negro slave than there was in that of the white 
indentured servant. The white servant could be held for only 
a few years while the negro served for life and his children 
became the property of his master. It cost less to support a 
slave because he lived on plainer food and was clad in cheaper 
and scantier garments. Then the control of the master over his 
slave was more complete than it was over the indentured ser- 
vant, for the slave had no rights that the master was bound to 
respect. The negro at first might be awkward at his work, yet 
the cultivation of tobacco was not essentially difficult and it 
was found that he readily learned to perform the simple tasks 
that were assigned to him. For these reasons the planters turned 
away from the indentured servant and by the middle of the 
eighteenth century the economic system of the tobacco and rice 
colonies was “resting chiefly upon the black shoulders of the 
African slave.” 

The introduction of slave labor led to profound changes 
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in the social and economic structure of Southern society. For 
one thing it led to the building up of great landed estates. It 
was found that the profitable production of tobacco required 
the labor of one slave for about every fifty acres of land. If 
a planter, therefore, could secure five hundred acres he could 
employ the labor of ten slaves and make a certain profit, but ria 
he could secure five thousand acres and put one hundred slaves 
on his plantation his profit would be ten times as great. That 
is to say, the profits of tobacco culture under the slave system 


Slaves Working in a Colonial Tobacco Field. 


were in direct proportion to the number of acres tilled. As the 
system developed the smaller farmer found that he could not 
compete with the large scale producers and could not earn a 
living. Accordingly he sold his little farm to the wealthy planter. 
Thus the small producer was crowded out by the man with 
capital and thus the small farm of two or three hundred acres 
tilled by its owner and his sons and perhaps by an indentured 
servant or two gave way to the great plantation of several 
thousand acres tilled by scores of slaves. 

Another result of the slave system was to make far-reaching 
changes in the character and composition of the Southern popu- 
lation. With the coming of the blacks, large classes of the white 
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population took their departure from the tidewater portion of 
the tobacco colonies. Both the indentured servant when his 
term had ended and the small farmer when he had parted with 
his land joined in the westward movement and sought homes 
in the back country. In the new social order established by 
slavery there was little room for the common man. The va- 
cancies which were made in the population of the tidewater 
district were not filled by white immigrants. The Germans and 
Scotch-Irish who were now pouring into the colonies were not 
attracted to the tobacco-raising districts. So the introduction 
of the slave system had the effect of removing from the popu- 
lation of the Southern colonies most of the middle-class whites 
and leaving a society which, broadly speaking, consisted of 
only two classes, the large landholders and the servile blacks. 
From an economic standpoint the slave system was a success. 
Both England and the colonies shared in the benefits that 
arose from the large-scale production of tobacco. England, hav- 
ing in her hands the marketing of the tobacco (p. 61) and 
being able to secure it in greater quantities at a lower price, 
was able to beat down her competitors in the tobacco trade. 
Early in the eighteenth century she was selling tobacco not 
only to France and Holland and Russia but even to Spain 
(p. 46). Tobacco, in fact, at the end of the colonial period was 
of more profit to Great Britain than all the other products of 
continental North America put together. On the side of the 
colonists the economic results of slavery were gratifying in the 
highest degree. For the Virginia slave-holders the eighteenth 
century was the Golden Age. “It was then that they built the 
handsome houses, many of which still remain as interesting 
monuments of former days; it was then that they surrounded 
themselves with graceful furniture and costly silverware ; it was 
then that they collected paintings and filled their libraries with 
the works of standard writers; it was then that they purchased 
coaches and berlins ; it was then that men and women alike wore 


expensive clothing.”? 


1T. J. Wertenbacker, “Planters of Virginia.” P. 158. 
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Negro slavery was of great economic importance not only in 
the Southern colonies but in every part of the western hemi- 
sphere. It is doubtful whether the resources of America could 
have been fully and successfully developed without the labor 
of the blacks. Certainly colonization would not have proceeded 
as fast as it did had slavery not been introduced. “Negro 
slavery,” says G. S. Callender, “appears to have played a neces- 
sary part in the settlement of the New World in the seven- 
teenth and eighteenth centuries. There were during that time 
no other means of securing the labor required to produce the 
great staples* which Europe wanted from America and the 
production of which furnished the chief motive for colonization. 
Not only was slavery necessary for the colonies that produced 
these staples, but it was scarcely less important to those that 
did not, for it supplied the principal markets which insured 
their prosperity. New England and the Middle colonies would 
have been founded, no doubt, without the markets which slavery 
provided in the West Indies, but they could not have grown 
rich and prosperous without those markets. Under the circtum- 
stances, then, slavery seems to have been necessary to the set- 
tlement of the New World. Without it, colonial history would 
have been completely changed.” ? 


COLONIAL MANUFACTURES IN THE EIGHT- 
EENTH- CENTURY 


These achievements in agriculture were far greater than any 
that could be claimed for the manufacturing industries. For 
the story of colonial manufactures in the eighteenth century 
is not one of progress. It is doubtful whether they made any 
advance at all. From one end of the seaboard to the other the 
people depended upon England for all the finer kinds of 
goods and for most of the articles for every-day use. Benjamin 
Franklin, writing of American manufactures in 1768, said: 
“In Massachusetts a little coarse woollen only, made in fami- 


+That is, the sugar of the West Indies and the rice and tobacco of the 
Southern colonies. 


2G. S. Callender, The Economic History of the United States, p. 738. 
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lies for their own wear. Glass and linen have been tried, and 
failed. Rhode Island, Connecticut, and New York much the 
same. Pennsylvania has tried a linen manufactory, but it is 
dropped, it being imported cheaper. There is a glass house in 
Lancaster County, but it makes only a little coarse ware for 
the country neighbours. Maryland is clothed all with English 
manufactures. Virginia the same, except that in their families 
they spin a little cotton of their own growing. South Carolina 
and Georgia none.” This account by Franklin agrees fairly 
well with official reports made by Englishmen. Indeed, it was 


Poe ‘That from and after the twenty ninth 
day of September in the year of our Lord one thoufand feven. 


‘undyed, finifhed or unfinifhed, fhall be fhipt, loaden or put on 1552, no hats, 
board any fhip or veffel in any place or parts within any of the or felts to be 
Britis plantations, upon any pretence whatfoever, by any per- tranfported 
fon or perfons whatfoever, and alfo that no hats or fits, either le lretele 
dyed or undyed, finifhed or unfinifhed, fhall be loaden uponany P. 
horfe, cart or other carriage, to the intent or purpofe to be ex- 
ported, tranfported, fhipped off, carried or conveyed out of any 
_of the faid Briti/ plantations to any other of the Briti/ planta- 
tions, or to any other place whatfoever, by any perfon or per- 
ons whatfoever, ee 


Portion of Act Restricting Colonial Hat Making, 


the common testimony of observers that colonial manufactures 
were of small importance. 

There were good reasons why manufactures at the end of 
the colonial period should be the weakest element of the eco- 
nomic structure. In the first place the colonists had to contend 
with the repressive measures of Parliament (p. 59).' The de- 
liberate purpose of these measures was to keep American manu- 
factures down. Colonial governors were instructed “to dis- 


1Two of these measures have not yet been referred to. In 1732 Parliament 
upon the complaint of British hat manufacturers forbade the exportation of 
hats from one colony to another or to a foreign country and limited the size 
of colonial hat-making establishments. In 1750 Parliament, alarmed by the 
growth of the colonial iron industry (p. 54), prohibited the erection of any 
slitting or rolling mill or steel furnace in the colonies. The same law, however, 
encouraged the production of American pig iron by admitting it into the port 
of London free of duty. Thus the purpose of the Iron Act was to secure for 
England raw material—the pig iron—from the colonies and at the same time 
strike a blow at the manufacture of iron goods in America. 
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courage all manufactures and to give accurate accounts of any 
indications of the same.” And the governors were in most cases 
in sympathy with the policy of their superiors in England. < 
hope I may be pardoned,” said Cornbury, governor of New 
York in 1702, “if I declare my opinion to be that all these 


Coloneys, which are twigs belonging to the Main Tree, ought — 


to be kept entirely dependent upon & subservient to England, 
and that can never be if they are suffered to goe on in the same 
notions they have, that as they are Englishmen, so they may 
set up the same Manufactures here as people doe in England.” 

In addition to the repressive measures.of the English gov- 
ernment there was another force that checked the growth of 
colonial manufactures. This was the high cost of labor. The 
same thing that prevented the farmer from getting hired labor- 
ers for his farm prevented the manufacturer from getting work- 
men for his shop. That deterrent, as we have already learned, 
was the cheapness of land (p. 49). “No man,” to quote Frank- 
lin again, “who can have a piece of land of his own sufficient 
by his labor to subsist his family in plenty is poor enough to 
be a manufacturer and work for a master.” Manufactures, 
according to Franklin’s notions, are founded on poverty and 
on the non-possession of land: “It is the multitude of poor 
without land that enables undertakers to carry on a manu- 
facture and offer it cheap enough to prevent the importation 
of the same kind from abroad.” So American manufactures 
failed to prosper not only because England fought against 
them but also because economic conditions in America were 
highly unfavorable to their growth. 


COLONIAL COMMERCE IN THE EIGHTEENTH 
CENTURY 


The sluggish condition of the manufacturing industries con- 
trasted sharply with the health and vigor that could be seen 
in the world of commerce. Colonial trade by the middle of the 
eighteenth century had grown to be very considerable in vol- 
ume and the commodities were carried in American bottoms 
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to an extent that excited the jealousy of the Mother Country. 
By 1760 New England was turning out 300 or 400 vessels every 
year and one-third of the tonnage sailing under the British 
flag was built in colonial shipyards. A contemporary account 
tells us that at the end of the colonial period the number of 
American vessels engaged in the carrying trade was 2,000 and 
the number of colonial seamen was 33,000. 

The trade between the colonies and Great Britain in 1770 
is shown in round numbers in the following table: 


Exports to Imports from 

Great Britain | Great Britain 
Beware landing. ceesstiy cates a es-fo out ae £142,000 £225,000 
lige. Warde 5 a criss Rei een oa eae em cae tees 115,000 75,000 
ISUMISV IV ATICws ee ciel tanieighante eve coches 28,000 200,000 
Sairoimarand Manvyiland . ec. <a ces 760,000 715,000 
arolinasmern Meier tapos ere seca ree ee 405,000 325,000 
SONSTIGES Do loto cate eases Bake Sea a 80,000 60,000 
“NGG esse te al i oye Rant Ante li Site er £1,530,000 £1,600,000 


A careful study of this table will result in throwing much 
light upon the trade situation at the end of the colonial period. 
First, we notice that the tobacco, rice and naval stores of the 
Southern colonies furnished nearly four-fifths of all the ex- 
‘ports to the mother country. Second, the best customers of 
England were the Southern colonies. Third, that the balance 
,of trade was against the Northern colonies while it was in favor 
of the Southern colonies. Why was this? Because Great Britain 
:did not want the grain of the Middle colonies nor did she want 
ithe fish of New England. Indeed, she wanted almost nothing 
‘that the colonies had except rice, tobacco, tar and turpentine. 
‘Lastly, the table shows that as between the colonies and Great 
‘Britain the balance of trade was in favor of the latter. 

But the table does not tell the whole story. It does not show 
ithe trade that was carried on between the colonies and _ places 
joutside of Great Britain and that gave the colonists profits 
with which to pay their debts to the mother country and thus 
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restore the trade balance. These outside exports to the West 
Indies alone amounted to nearly £850,000. But it was not only 
in the West Indies that a market outside of Great Britain was 
found. “Colonial ships could be seen at Surinam, at the Cana- 
ries, in the Mediterranean and in the waters of the North Sea. 
Colonial captains sold large cargoes of grain at Lisbon and 
Madrid, and every year brought home large sums of money 
for the liquor and grain which they sold to Holland.” 

The outside trade consisted of articles not enumerated in 
the Navigation Acts (p. 60). The bulk of it went out from 
the Middle colonies and from New England. Writing of the 
trade of New York, New Jersey, Pennsylvania and Delaware, 
McPherson says: “Their exports were corn of all kinds, flour 
and bread in great quantities; salted provisions of all sorts, 
livestock, including horses, horned cattle, hogs and sheep and 


all kinds of poultry in great numbers; flax and hemp; boards, 


scantlings, staves, shingles, and wooden houses framed and 
ready to set up. Their chief markets for these commodities 
were the British and foreign West Indies, Spain, Portugal, 
Madeira and the Canary Islands whence they carried home the 
produce of each country and bullion.”? Some of this “bullion” 
could be used for restoring the balance of trade between the 
Middle colonies and Great Britain, a balance which the table 
shows was two to one in favor of the latter. 

New England also had an unfavorable trade balance to deal 
with. But the Puritans were a resourceful people and they had 
an immense reputation as traders. ‘“Their earnest application 
to the fisheries and the carrying trade, together with their unre- 
mitting attention to the most minute article which could be 
made to yield a profit, obtained them the appellation of the 
Dutchmen of America.” They had little that they could sell to 


The Trade Great Britain yet they managed to buy liberally of English goods 


with the 
West 
Indies 


and to pay for what they bought. The money which they sent to 
England came from the profits of the West Indies trade (p. 41). 
For as time went on this trade swelled in volume and became 
more and more profitable. All the colonies had something to 


*McPherson, Annals of Commerce, Vol. III, p. 568. 
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sell to the West Indies, but the lion’s share of the trade went 
to New England. To the island colonies the merchants of Massa- 
chusetts and Rhode Island sent fish, salted meats, barrel-staves, 
and lumber, receiving in exchange molasses, much of which 
upon reaching New England was manufactured into rum. The 
rum was carried to the Guinea coast and exchanged for captive 
negroes, most of whom were carried to the West Indies and 
sold for money or exchanged for molasses. Some of the slaves 
were brought to Virginia and a few to New England. The 
profit of this triangular traffic was sometimes enormous. One 
hundred gallons of New England rum, worth ten pounds, could 
be exchanged in Africa for a slave that would bring from 
twenty to fifty pounds sterling when offered for sale in the 
West Indies or in the seaboard colonies. So by means of the 
molasses-rum-slave trade—a subject famous in the annals of 
American commerce—the New Englanders continued to get the 
money which was necessary to meet their obligations in England. 

This flourishing New England trade was interfered with 
seriously in 1733 by a law of Parliament known as the Molasses 
Act. This law imposed heavy duties—so heavy, in fact, as to 
be prohibitive—upon molasses, sugar and rum imported into 
the American colonies from any of the West Indian colonies 
that did not belong to England; that is, from the French West 
Indies, the Spanish West Indies, and the Dutch West Indies. 
The purpose of the act was to compel the continental colonies 
to buy their sugar, rum and molasses from the planters of the 
British West Indies rather than from their French and Dutch 
and Spanish competitors. The law was a blow to the trade of 
every continental colony north of Maryland and was. especially 
injurious to the New Englanders, who were compelled by it to 
buy their molasses from the British sugar planters at a price 
higher than they would have to pay to the French or Dutch 
planters. Why did England favor the planters of her island 
colonies at the expense of her continental colonies? Because her 
merchants had greater interests in the West Indies. They sold 
more to the sugar islands than they sold to the northern colo- 
nies while the sugar imported from these islands had a greater 
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value than the total imports of all the northern colonies. So 
when the sugar planters and the English merchants trading to 
the West Indies petitioned Parliament to protect them against 
the competition of French and Dutch sugar their prayer was 
heard and the Molasses Act was passed. The law, if it had been 
strictly enforced, would doubtless have ruined the three- 
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cornered molasses-rum-slave trade of New England. But it 
was not strictly enforced. In New England it was evaded by 
smuggling and by various other illegal methods and in Great 
Britain it received but little attention from the authorities, who 
in the execution of the law followed a policy of “salutary 
neglect.’’ So the Molasses Act of 1733 became a dead letter. 

In winking’ at the violation of the Molasses Act England 
simply putsued a course which was in keeping with a policy 
which she had adopted when she first began to deal with colonial 
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matters and which she maintained until about 1760. Through- 
out this period she refrained from using harsh measures with 
the colonists and interfered with them as little as possible. 
Under the workings of this “old colonial policy”—as it is usually 
called—the Mother Country derived the benefits of an ever- 
expanding overseas trade and the colonies prospered in all sorts 
of ways. Their population increased so fast that to estimate it 
at any particular date was a difficult task. ‘‘Such is the strength,” 
said Edmund Burke, “with which population shoots up in that 
part of the world, that state the number as high as you will, 
whilst the dispute continues the exaggeration ends. While we 
spend our time in deliberating on the mode of governing two 
millions we shall find that we have millions more to govern.” 
In 1760 there were perhaps 1,600,000 persons within the thir- 
teen colonies; fifteen years later there were perhaps a million 
more. Under the old policy agriculture was allowed to flourish 
with the result that.by 1760 the seaboard had been brought under 
such a high state of cultivation that in many places it pre- 
sented scenes that compared favorably with the most populous 
and most highly developed districts of Old England itself. 
Commerce, too, was allowed to flourish. Under the old policy 
the quantities of foreign goods bought by the colonists con- 
stantly increased and by 1761 American importers were growing 
richer and richer, while a growing surplus of agricultural prod- 
ucts sent abroad was all the time adding to the general total 
of colonial wealth. But more important than the economic results 
of the old policy of “salutary neglect” was its political out- 
come: the loose and easy-going methods of an indulgent mother 
had made it possible for her children to acquire such.a measure 
of freedom and independence that by 1760 they were begin- 
ning to feel that they were wholly beyond parental control. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. What were some of the evils of the slave-trade? < 

2. Define “smuggling.” In what ways is the practice carried on? 
Why was smuggling in colonial times not frowned upon so severely as it 
is now? Is a bootlegger a smuggler? Is there as much smuggling today 
as there was two hundred years ago? 
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3. Why did slavery fail to get a foothold in New England? In what 
ways did New England profit by slavery? ; 

4. Name the principal colonial seaports of the eighteenth century and — 
the principal commodities that were brought in and sent out from each. 

5. pies the staples sold by the colonists at the end of the colonial 
period. 

6. Why was the manufacture of hats profitable in the colonies? 
_ 7. Prepare a five-minute paper giving a general account of the 
economic progress that had been made in the colonies by 1760. 

8. George Washington, Farmer: Sanford, 76-91. 

g. Provincial Industry: Greene, 270-282. 

10. Provincial Commerce: Greene, 283-300. 

11. The Molasses Act of 1733: Van Metre, 101-106. 

12. Agriculture in the Colonies: Faulkner, 66-70. 
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THE NEW COEONIAL“POLICY AND THE 
REVOLUTION 


The expulsion of the French from Canada made it possible for the 
Americans to dispense with English protection. The commercial restric- 
tions alone made it to their interest to do so—W. E. H. Lecky. 


In 1763 the British Government determined to abandon its loose and 
easy-going methods of dealing with the colonies and to bring them under 
a firm and effective system of administrative control. No sooner was the 
new policy announced than the opposition of the colonies began to show 
itself. As the Government went on with its program the opposition grew 
in violence until at last the colonies and Great Britain came to blows 
and the Revolution followed. 


iH EeNEW COLONIAL POLICY 


After many years of “salutary neglect” Great Britain deter- 
mined that colonial affairs should be looked after more sharply 
and that more stringent measures should be taken for enforc- 
ing the laws relating to the colonies. Moreover, it was deter- 
mined that the colonies should help to pay the war debt incurred 
by England in the French and Indian War. Accordingly in 
1764 Parliament passed the Sugar Act with the view of giving 
life and force to the Molasses Act of 1733, and with the further 
view of raising a revenue “for defraying the expenses of de- 
fending, protecting and securing the King’s dominions in 
America.”’ The new law forbade the colonies to import foreign 
rum, raised the duty imposed upon sugar by the Molasses Act, 
reduced the duty upon molasses from sixpence per gallon to 
threepence, prescribed drastic regulations for the enforcement 
of the act, and provided severe penalties for its violation. For 
the rigid enforcement of the law the English navy and every 
-arm of government was to be employed. 

When it became known in America that Parliament was 
89 
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about to pass a law which, if carried out, would put colonial 
trade in a straitjacket and which was likely to be carried out, 
men felt that “sand was about to be thrown in the nicely 
The adjusted bearings of a smoothly working commercial system.” 
ofthe rt “The Sugar Act,” said Stephen Hopkins, the governor of Rhode 
Island, “will put a total stop to our exportation of lumber, 
horses, flour, and fish to,the French and Dutch sugar colonies. 
. . . Putting an end to the importation of foreign molasses, at 
the same time puts an end to all the costly distilleries in these 
colonies, and to the rum trade to the coast of Africa, and throws 
it into the hands of the French. With the loss of the foreign 
molasses trade the cod fishery of the English in America must 
also be lost. Ministers have great influence and Parliaments 
great power: can either of them change the nature of things, 
stop all our means of getting money, and yet expect us to pur- 
chase and pay for British manufacture?” Protests of this kind 
were justified, for the passage of the law was followed by a 
depression in business in the Middle colonies and New England. 
This was to be expected. The prosperity of all the Northern 
colonies was dependent in a large measure upon the trade 
with the West Indies. For New England this trade was a neces- 
sity. “Without it,” said a writer in 1741, “these colonies must 
perish.” 
nes . Within a fortnight after the passage of the Sugar Act Par- 
Act of liament passed the Currency Act. This took away from the colo- 
nies the right to issue bills of credit (paper money) and make 
them legal tender in payment of debts. We have already learned 
how in the earlier days the colonists endeavored to solve their 
currency probleni$by using various commodities as money 
(p. 58). At the end of the seventeenth century they began 
to make experiments in the use of paper money. In 1690 Massa- 
pb chusetts paid her soldiers returning from an expedition against 
Quebec with paper money, the first currency of this kind to be 
issued in America. The notes, or bills of credit, given to the 
soldiers were receivable for the payment of taxes, were legal 
tender in the payment of debts, and were redeemable in silver 
after a certain time. The first issue of paper money having 
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proved to be a success a second was authorized in 1709. The 
example set by Massachusetts was followed by other colonies 
and by the middle of the century paper money had become a 
familiar form of currency. But it was not always a sound and 
reliable currency. The colonial governments, instead of redeem- 
ing the notes—the bills of credit—when they were received for 
taxes, in many cases reissued them and kept them in circula- 
tion. Moreover, new issues of the paper money were made when 
the governments had trouble in meeting their expenses. Thus 
the volume of paper money increased. The larger the volume 
grew the less confidence the people had in the notes, for the 
less likely it was that they would be redeemed. Hence the paper 
money fell into disrepute; people did not want to take it in 
payment for debts, and it depreciated in value. In Pennsylvania, 
where the government was careful and moderate, paper money 
as a rule was as acceptable as silver, but in the other colonies it 
fell below its face value and in some cases became almost worth- 
less. The English government from the beginning was hostile 
to the paper money of the colonists and tried in various ways to 
drive it from circulation. In 1751 Parliament prohibited the 
issue of bills of credit in New England except in cases of great 
emergency or in times of war. Now by the act of 1764 the 
prohibition was extended to every colony. This ban upon paper 
currency awakened a resentment that is easy to understand. The 
bills of credit circulated freely where the transactions were of 
of a domestic character. The use of paper money, therefore, 
released gold and silver for use in the foreign trade. That a 
certain amount of paper currency ought to be issued was the 
view not only of prominent Americans but of prominent Eng- 
lishmen as well. But this was not the view of the British Gov- 
ernment. At a time when the colonists were in desperate need 
of a circulating medium they were told that they must not have 
any paper money at all. 

The next year they were told—for the new policy developed 
swiftly—that taxes were to be paid in the form of stamps that 
must be placed upon all legal papers, such as deeds and bonds, 
4pon newspapers and pamphlets, upon college diplomas and 
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many other documents. It augured ill for the new. policy that 
it began by imposing new taxes. The colonists had never been 
taxed heavily. Their tax burdens were light because the serv- 
ices of government in those days were few, consisting chiefly 
of the regulation and the enforcement of contracts and the set- 
tlement of legal disputes. Since government did so little for the 
people, they paid their taxes with great reluctance and in many 
communities they hated taxation as they hated sin. 

So, the natural effect of the Stamp Act was to intensify the 
alarm that was caused by the revenue features of the Sugar 
Act. For at the very time the Stamp Act was passed the colo- 
nists were protesting in angry fashion against the earlier law 
and declaring that it contained a principle of taxation that was 
dangerous to the liberty of the colonists. “If our trade may be 
taxed,” said Samuel Adams, speaking of the Sugar Act, “why 
not our lands? Why not the produce of our lands, and every- 
thing we possess or make use of?” The Stamp Act seemed to 
give such protests the character of prophecy and the opposition 
which was hurled against it was violent in the extreme. The 
distributors of the stamps were abused and persecuted and their 
offices were rifled; great quantities of the stamps were seized 
by mobs and destroyed; lawyers refused to place the stamps 
upon documents and even the courts disregarded the law. The 
opposition became so fierce and so effective that Parliament 
thought it best to retrace its steps and repeal the law. Accord- 
ingly in less than a year after the Stamp Act had been placed 
upon the statute-book it was repealed (March 1766). 

In the debate that raged around the Sugar Act and the Stamp 
Act a political question was at the forefront, the question being 
this: should the colonies be taxed without the consent of repre- 
sentatives chosen by themselves? But lying below the constitu- 
tional question and fanning the fires of controversy were the 
economic conditions produced by the new policy and the eco- 
nomic grievances for which it was responsible. As the months 
passed, and as the enforcement of the Sugar Act became more 
rigid, the depression in business became more distressing. The 
cutting down of the profits of the West Indies trade took from 
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the colonial merchants the gold and silver which they needed 
for the trade with England (p. 83). Attempts to make up the 
shortage of specie by the issue of paper money were blocked 
by the Currency Act, with the result that there was not enough 
money for the normal transaction of business.. The normal 
movement of trade was checked by a boycott of English goods 
until the Stamp Act should be repealed. American purchases 
from England fell off to such an extent that English mer- 
chants threw their influence in favor of the repeal. So in the 
stormy days of the Stamp Act bread and butter questions as 
well as questions of constitutional right were powerful factors 
in determining the course of the colonies and the course of 
‘Great Britain. 

Although Parliament gave way on the Stamp Act it did not 
admit that in passing the law it had exceeded its powers. On the 
contrary, it took pains to declare in the strongest terms that its 
ipower over the colonies was full and complete. Nor did the 
repeal mean that the new policy was to be abandoned. For in 
1767 Parliament passed what are known as the Townshend 
Acts, which imposed duties on glass, paper, paint, lead, and 
tea imported into the colonies, and provided new official agen- 
cies and new methods of enforcing the revenue laws. Again the 
<olonists offered resistance but not in such riotous and turbulent 
fashion as in the case of the Stamp Act. Their chief weapon 
now was a policy of non-importation. Agreements not to buy 
British goods were made in all the leading cities of the Northern 
solonies while the people of the Southern colonies showed their 
jostility to the Townshend Acts by curtailing their pur- 
shases from Great Britain. The boycott was highly. effective. 
Within a year English exports to the colonies fell from £2,400,- 
900 to £1,600,000. This loss of trade alarmed the English poli- 
‘icians and business men, who decided that the disastrous boy- 
ott must be removed. Accordingly in March 1770 Parliament, 
yielding again to considerations of the pocketbook, repealed the 
Townshend Acts. The duty on tea, however, was retained in 
order that, as George III later said, there might always be 
‘one tax to keep up the right.” 
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If considerations of the pocketbook alone had been taken 
into account the quarrel about taxation would probably have 
been settled by the repeal of the Townshend Acts, for so far 
as the tax on tea was concerned, that, regarded from a business 
standpoint, was a matter of little practical importance. That 
the merchants of the colonies were willing to drop the quarrel 
was shown by their willingness to relax the boycott and buy 
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from England more liberally than they had ever bought before, 
running the imports in 1771 up to £4,200,000, the highest point 
ever reached in the history of colonial commerce. But economic 
considerations alone were not permitted to prevail. The long 
quarrel had caused the question of taxation to become upper- 
most in the popular mind and all classes of people had been 
drawn into the controversy. By 1770 there was such a sharp 
division of sentiment that men were beginning to take sides 
and two parties were beginning to appear. For our purpose, one 
of these groups may be called the radical party, the other the 
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moderate party. The radicals called themselves Patriots and Radicals 
were inclined to think in terms of revolution. They cared much Moderates 
for America and little for ‘England, whom they were ready to 
resist the moment she made the slightest movement that seemed 
ito be an encroachment upon American liberty or independence. 
Against the doctrine that England had the right to tax America 
they turned faces of flint and thus touched a most popular 
chord. At first their party consisted largely of persons who 
moved in the lower walks of life, but at no time were they 
Jacking in able and resourceful leaders. The moderates called 
themselves Loyalists and thought in terms of loyalty to the 
mother country. They felt that they were just as good Ameri- 
sans and just as patriotic as the radicals but they shuddered 
at any action that seemed likely to bring harm to the British 
mpire. In their ranks were men of every type and character 
from the lowest to the highest. The backbone of their party . 
sonsisted of the men who were holding offices under the Brit- 
sh Crown. In addition to the office-holders, they could count 
n their ranks most of the clergy of the Anglican church, many 
of those belonging to the professional classes and many of the 
jrominent business men in the towns. 

It was the hope of the moderates that the healing influences 
which began to operate after the repeal of the Townshend Acts 
would continue until the differences between the colonists and 
the mother country were composed and the quarrel forgotten. 
But this hope was dispelled by the controversy that arose over fhe Tea 
he importation of tea. In May, 1773, the East India Company pean 
‘p. 19) was given permission to export tea from England di- 
-ectly to America free of all English duties and was: allowed 
10 establish its stores in America. It was the belief of the 
<nglish Government that the Americans would now surely buy 
he tea, for the Company could pay the small threepenny duty 
ind still sell its tea at a price lower than it could be sold by 
lhe American merchant. But the tea was not bought. Frightened 
it the prospect of being crowded out of business the colonial 
merchants decided that the tea of the East India Company 
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should not be landed. In their efforts to prevent the importa- 
tion they could expect the hearty assistance of the radicals, 
who were only too willing to keep up the quarrel. Ships loaded 
with tea arrived at New York, Philadelphia, Boston and Annap- 
olis, but at none of the ports could their cargoes be landed. In 
each of these towns the tea ships encountered manifestations 
of popular odium. At Boston a band of men dressed as Indians 
boarded the vessels carrying the tea and threw the contents of 
three hundred chests into the harbor. 

The destruction of the tea marked the beginning of the end 
of the new colonial policy. For the measures which followed 
were not measures of commercial regulation but of military 
coercion. The Intolerable Acts passed by Parliament in 1774 
were written in the spirit of tyranny and were designed to bring 
the colonists to their knees. “The colonies must either triumph 
or submit,” said George III in exultant mood when he had » 
despatched four regiments to America to enforce the new re- 
pressive laws. The colonists accepted the challenge. There was 
a contest between the radicals and the moderates as to the best 
way to deal with the issues raised by the Intolerable Acts, but 
when the First Continental Congress met (in September 1774) 
it was found that the radicals had a majority of the votes. This 
meant that the issues would be dealt with in a radical way, that 
the organized forces of the colonies would be for a policy of 
resistance rather than for a policy of compromise and conces- 
sion. Resistance by peaceful means came at once in the form of 
a boycott upon British goods. At Lexington and Concord and 
Bunker Hill the musket was brought into use. The moderates 
were now joining with the radicals and George Washington 
and Benjamin Franklin and John Adams were doing as much 
as anybody to thwart the designs of Great Britain. In January 
1776 Washington was flying the Continental flag in front of 
his headquarters at Cambridge and was openly advocating inde- 
pendence ; six months later he was at Long Island fighting for 
it. The new policy had not only broken down but the entire 
colonial structure was tumbling. 
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ECONOMIC ASPECTS OF THE REVOLUTION 


After the outbreak of hostilities economic considerations were 
banished from the minds of both contestants and the struggle 
became political. When the colonists declared that all political 
connection between them and the State of Great Britain was 
totally dissolved, Englishmen resolved that the integrity of the 
Empire must be preserved. And it was not to be expected that 
they would willingly let the colonies go. “To propose,” said 
Adam Smith, “that Great Britain should voluntarily give up 
all authority over her colonies would be to propose such a 
measure as never was and never will be adopted by any nation 
in the world. No nation ever voluntarily gave up the dominion 
of any province, how troublesome soever it might be to govern 
it, and how small soever the revenue which it afforded might 
be in proportion to the expense which it occasioned.” Nor did 
Americans any longer think in terms of pounds, shillings and 
pence. When England began her policy of coercion they felt 
that their liberty was threatened and because it was in their 
minds and hearts to preserve their liberty they revolted. In 
declaring their grievances their minds revolved only around 
questions of a political character. Of economic grievances they 
had little or nothing to say. The Declaration of Independence is 
a political document from beginning to end. 

Although the Revolution in its purposes was political, eco- 
nomic influences nevertheless affected the movement which led 
to the revolt at every stage of its advancement. In the beginning, 
as we have already learned, depression in business had a great 
deal to do with the trouble that arose. But this depression was 
not due wholly to the new trade regulations; it was produced 
in part by the conditions which existed in England. At this 
period remarkable changes—to be noticed more fully hereafter 
—were taking place in the manufacturing processes and in 
business organization in England, and with the changes there 
came hard times. The effect of the hard times reached the colo- 
nies, because the English demand for American products was 
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decreased. The depression in the colonies produced unrest and 
the responsibility for it was laid at the door of the English 
government. So one of the economic factors contributing to 
the revolutionary movement was hard times. 

An economic factor that assisted in bringing success to the 
Americans was paper money. Disregarding the hateful Cur- 
recy Act the revolutionists resorted to this kind of currency 
in order that it might take the place of the gold and silver which 
was sent out of the country to purchase arms and ammunition. 
In 1775 the Continental Congress issued $2,000,000 in paper 
money. As the Revolution advanced the issues became larger 
and more frequent, and by 1779 more than $200,000,090 of 
paper currency was in circulation. In addition to this sum, 
about $200,000,000 of paper money was issued upon the au- 
thority of the individual States. At first the paper money was 
accepted willingly and circulated freely at its face value, but 
in 1777 it began to decline in value, and by 1780 one hundred 
dollars in paper money was worth only one dollar in silver. 
Congress enacted that the man who refused to accept the Con- 
tinental paper was an enemy of his country. It was extremely 
difficult, however, to keep it in circulation. It continued to de- 
preciate in value until it became absolutely worthless—‘“not 
worth a Continental.” The effects of the depreciation, however, 
were not so bad as might be supposed. The new government 
did not have the power to collect taxes, but the paper money 
operated somewhat as a tax. “The general effect of the de- 
preciation among the inhabitants,’ said Benjamin Franklin, 
“has been this, that it has operated as a gradual tax upon them, 
their business has been done and paid for by the paper money, 
and every man has paid his share of the tax according to the 
time he retained the money in his hands and the depreciation 
within that time. Thus it has proved a tax on money, a kind 
of property very difficult to be taxed in any other mode; and 
it has fallen more equally than many other taxes, as those 
people paid most, who, being richest, had most money passing 
through their hands.” 


During the years of fighting the industrial life of the col- 
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onies was not greatly disturbed, for the number of men in the 
colonial armies was at no time large and during most of the 
period hardly more than one-sixteenth of the total adult male 
population was under arms. This meant that agriculture was 
only slightly affected, for the population was almost wholly 
agricultural. Although agriculture escaped, the fisheries suf- 
fered, for English naval vessels hovering along the coast of 
Newfoundland and New England made it impossible for fish- 
ermen to carry on their occupation. To the manufacturing in- 
dustries the Revolution imparted new life. The colonists were 
thrown upon their own resources for obtaining the manu fac- 
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tured goods which they had been accustomed to buy from 
England and they were no longer hampered by the Woolen Act 
and other restrictions imposed upon them by Parliament (p. 
62). Accordingly spinning wheels and looms were kept busy, 
the women, the rich as well as the poor, performing the labor. 
American homespun cloth was worn by all classes of people. 
Even in the Southern colonies manufacturing was encour- 
aged by the planters and slaves were trained to spin and 
weave. Of more immediate importance, perhaps, than the tex- 
tiles were the iron manufactures that were called into being 
by the necessities of the war. In order that the army might 
have muskets and cannon and ammunition, Congress and the 
individual States also stimulated the iron industry by offering 
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bounties, with the result that many new furnaces were built 
and the production of iron reached a point it had never before 
attained. ; 

Commerce American commerce during the Revolution could only fare 

theRevo- ill. _It was injured by the non-importation agreements entered 

ie into by the colonists themselves, the boycott of 1774 causing the 
imports from Great Britain to decline in a single year from 
£2,590,000 to £200,000. Likewise commerce suffered from the 
‘savage attacks of Great Britain. In February 1775 Parliament 
passed the Restraining Act which confined the commerce of 
the New England colonies to Great Britain, Ireland, and the 
West Indies, and cut off New England from the Northern 
fisheries. The Restraining Act was supplemented by the Pro- 
hibitory Act which prohibited all nations from trading with 
the American colonies and provided that all ships engaged in 
colonial trade were to be forfeited with their cargoes and be- 
come lawful prizes of war. So far as the regular and legitimate 
movement of goods was concerned the trade which a few 
years before had been so flourishing was now strangled almost 
completely. But throughout the war an irregular and illegitimate 
trade was carried on. American ships and vessels belonging to 
foreign nations slipped past the British cruisers and landed 
their cargoes on American wharves. Then the privateers which 
were commissioned by Congress scoured the oceans and found 
exciting and lucrative employment in capturing English mer- 
chantmen and selling them as prizes. As many as 2,000 pri- 
vateers were sent out during the war and they did a vast amount 
of harm to English merchantmen and English commerce. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Was England justified in attempting to carry out the new policy 
« which she announced after the French and Indian War? What had she 
done for the colonies? What had they done for her? 3 
2. Why did the Stamp Act seem to the English to be a wise and fair 
measure? Why did it seem unfair to the colonists? In your opinion was 
the act wise? Was it unfair? 


3. Was the Currency Act of 1764 a wise law? 
4. In the discussion of the questions relating to taxes the colonists 
at first said they were willing to pay external taxes but were unwilling 
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to pay internal taxes. What did they mean by “external taxes’? What 
did they mean by “internal taxes’’? 

5. Name the different kinds of taxes that are usually collected. Of 
these’ which kind is paid most cheerfully? 

6. What is the meaning and origin of the expression, “Not worth a 
Continental” ? 

7. Give a reason why war stimulates home industries. 
_ 8. If you had been an American living at the time of the Revolution 
would you have joined with the Loyalists or with the Patriots? 

9g. Beginning of the New Policy: Van Metre, 120-122. 

10. The Stamp Act: Howard, 121-157; Van Metre, 123-127. 

11. The Tea-Party and the Coercive Acts: Howard, 259-279. 

‘12. Financing the War: Van Metre, 141-146. 

13. Industrial and Commercial Conditions During the War: Van 
Metre, 146-152. 

14. The Economic Causes of the Revolution: Faulkner, 140-157. 

15. The Economic Effects of the Revolution: Faulkner, 168-173. 
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THE NEW NATION AND ITS ECONOMIC 
TROUBLES 


The American Revolution called into existence a new state, a state 
inheriting the language and traditions of England, but taking in some 
respects a line of its own, in which it departed from the precedents 
not only of England but of Europe. This state was at the time not 
large in population, though it was very large in territory, and there 
were many chances that it would dissolve again and never grow to be 
very powerful. But it has not dissolved; it has advanced steadily, and 
is now superior not only m territory but in population also to every 
European state except Russia. Now it is by this result that I estimate 
the historic importance of the Revolution, since it is with the rise and 
development of states that history deals —I. R. Seeley. 


With the winning of the War of the Revolution and the signing of the 
treaty of 1783 the United States took its place among the nations of the 
world as an independent state. What of the land and the people of the 
new-born nation? What were the outstanding features of its commercial 
and industrial life? With what economic problems and diffculties was it 
confronted? 


THE NEW NATION AND ITS PEOPLE 


The American nation that began its existence in 1783 had 
an area of more than 800,000 square miles, a territorial doma‘n 
greater than that possessed by the largest of the nations of 
Europe, Russia excepted. Its potential economic resources were 
great beyond the power of computation. Its population cannot 
be accurately determined, yet it is safe to say that it was nct 
less than three and one-quarter millions and not more than 
three and one-half millions. Over 95 per cent of the people 
lived on the Atlantic slope of the thirteen original States. 
Almost one-half lived in the Southern States. Virginia with 


700,000 inhabitants ranked first in population, Massachusetts 
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second, Pennsylvania third, and North Carolina fourth. Of 
course the population was sparse. This was true even of the 
more thickly inhabited sections of the coastal region. The en- 
tire population scattered over the thirteen States in 1783 did 
not equal the number now crowded within the single State of 
New Jersey. 

The civilization was as completely and as distinctly rural 
as it was at the opening of the seventeenth century (p. 66). 
There was little to bring the people together in towns and 
cities, while the cheapness of land was always acting as a 
magnet to draw them out into the unsettled districts. Never- 
theless, a growing commerce had caused the seaboard towns to 
grow. Philadelphia, New York, Boston, Charleston, and Balti- 
more were well along on the road of cityhood. Of these, Phila- 
delphia was the largest, its population being about 30,000, 
New York coming next with 24,000 and Boston third with 
14,000. If all the people living in all the towns and cities 
could have been brought together they would not have been 
enough to make a city as large as Bridgeport, Connecticut. 

An overwhelming majority of the people belonged to the 
English-speaking race, yet the character of the population was 
being gradually changed by the presence of foreigners. In 
New England and in the tidewater districts of the South the 
English stock still outnumbered all others, but elsewhere the 
country was becoming a melting-pot of many races. “Whence 
come all these people?” asked a traveler in 1782. “They are a. 
mixture of English, Scotch, Irish, French, Dutch, Germans, 
and Swedes. From this promiscuous breed the race called 
American has arisen. Here individuals are melted into a new 
race of men.” Nevertheless, it was upon the whole a homo- 
geneous race; the melting process was thorough. There was 
no distinct foreign population such as we have today, and in 
every State’the people were American to the core. 

But there was one class which had not been assimilated into 
the main body of American society—the negro slaves who 
were found in all the States except Massachusetts and Penn- 
sylvania and who numbered almost one-fifth of the whole 
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population. Slavery was now losing much of its economic 
value and as an institution was declining. It was the hope of 
leaders like Jefferson that slavery would soon be abolished in 
every State. The hope, however, was vain, for in the South 
the planters as a class were unwilling to give up their slaves. 

To a traveler passing from one State to another society pre- 
sented widely different aspects of social and industrial devel- 
opment. In New England and in the Middle States the small 
farmers formed the largest single element of the population. 
Here landless wage-workers were still few in number. White 
redemptioners were still imported from abroad and were still 
bought and sold although the number of this class of workers 
was rapidly decreasing. In the States in which slavery was un- 
lawful there were free negroes who were everywhere regarded 
as an inferior order of beings. Even in New England where 
there was an almost complete equality between white men, 
the black man was treated as a social outcast. Among white 
men there were no clear-cut distinctions in social rank. In 
Albany, New York and Philadelphia there was a class that 
liked to think of itself as being aristocratic, although its mem- 
bers were little else than successful merchants or traders. In 
the Southern States class distinctions were rather clearly 
marked. Here the structure of society resembled a real aris- 
tocracy. At the top of the scale were the landed gentry, the 
owners of the plantations, many of whom devoted their spare 
time to the direction of public affairs. Below the planters were 
the whites who earned a living at some non-agricultural pur- 
suit. At the bottom of the social structure were the negro 
slaves. 

Barring the evils of slavery, the economic life of the new 
nation was vigorous, wholesome and sound. America without 
doubt was the best poor man’s country in the world. Almost 
anybody could enjoy and almost everybody did enjoy a decent 
livelihood. Such a thing as a pauper was almost unknown. There 
was not in all America a single millionaire or a single person 
who would now be regarded as being the possessor of great 
wealth. Conditions were unfavorable to the accumula- 
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tion of great fortunes. Business was organized on a small 
scale and was a local, decentralized affair. In all lines of busi- 
ness competition was free and open. There was little or no 
government interference; laissez-faire was the order of the day 
(p. 8). There were no great manufacturers employing hun- 
dreds of workers and reaping profits by their labor; there 
were no great transportation or mining interests that could be 
exploited ; no banks for the lending of money in large sums; no 
opportunities for making combinations for the monopolizing 
of trade. Competition was sharp and what a man got he had 
to acquire by personal industry and his own business thrift. 
Under such conditions a fortune of absurd size was impossible. 

Although it was a good poor man’s country the standard of 
living among the working classes, compared with the stand- 
ard of today, was low. According to McMaster the houses of 
American laborers in 1783 were meaner, their food was coarser, 
their clothing was of commoner stuff, their wages were lower 
by half than at present.’ Still, the same historian tells us, the 
working-man’s condition was improving, and his wages were 
rising. However well he might be faring in an economic way, 
in one respect certainly his condition was still bad; in political 
matters the common man had not yet come fully into his own. 
Unless he had property or was a tax-payer he was not allowed 
to vote. Government was still in the hands of a ruling class 
that held power by virtue of its social or commercial prestige. 
The meaning of democracy had hardly been learned. 


THE BACK COUNTRY 


In one part of the new nation, however, men were learning 
the meaning of democracy and the common man was holding 
up his head. This was in the back country, which began to be 
opened up early in the eighteenth century and which by the 
middle of the century was settled in some places as far west 
as the eastern base of the Alleghenies (p. 69). This westward 
movement never for a moment ceased; whether in times of 


1J. B. McMaster, History of the United States, Vol. I, p. 96. 
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peace or in times of war the current of American life was 
always setting toward the west. Before the Revolution the 
movement was slow, but as soon as the western country came 
into the possession of the United States and the Ohio Valley 
was thrown open to settlers, white men from all parts of the 
world began to rush into the new land like hungry cattle into 
new pastures. In twenty years after the acknowledgment of our 
independence the frontier line moved farther westward than 
it had moved in a century under British rule. Within a few 
years after the close of the Revolution hundreds of thousands 
of settlers had found homes in the wilderness west of the Al- 
leghenies. There was room for countless thousands more, for 
the public domain consisted of about four hundred thousand 
square miles of prairie and woodland, stretching from the Al- 
leghenies to the Mississippi and from the Spanish province of 
Florida to the Great Lakes. The new nation, therefore, began 
its career with a back country in which a rapidly growing pop- 
ulation was spreading American civilization over an ever- 
expanding area. 

In this back country there existed among the settlers an 
almost perfect social and political equality. Amid the dangers 
and hardships of the wilderness where the best of possessions 
were two strong arms and a fearless heart, the pioneer could 
carve out his fortune on an equal footing with other settlers. 
Opportunity in the back country, therefore, meant more to the 
common man than it did on the seaboard where he was likely 
to be checked by the restraints of an old social order. On the 
frontier every man had the same chance, and opportunity 
meant economic equality. In the back country there was no 
place for the slave or the indented servant. This economic equal- 
ity fostered political equality. Where a man had as much of 
the world’s goods as his neighbors, he was going to count for 
as much in the management of public affairs. The frontiersman 
was a natural democrat; he believed and he demanded that 
every man should have a vote and that the majority should rule. 
It was in the back country that American democracy in its 
pure form had its birth. “The American spirit,” says F. J. Tur- 
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ner, “was developed in the new commonwealths that sprang 
into life beyond the seaboard. In these new western lands 
Americans achieved a boldness of conception of the country’s 
destiny, and democracy. The ideal of the West was its emphasis 
upon the worth and possibilities of the common man, its belief 
in the right of every man to rise to the full measure of his 
own nature under condi- 
tions of social mobility. 
Western democracy was no 
theorist’s dream. It came, 
stark and strong and full 
of life, from the American 
forest.” 

A noteworthy aspect of 
the economic life of the 
back country—an aspect 
which could be observed on 
the frontier as long as there 
was one—was the scarcity 
of money. The people at the 
West never had as much 

Farm House in the Back Country money as they needed. So 

they were always borrow- 

ing from the well-to-do classes of the East. As a result the 
West was always in debt to the East—just as in the early days 
the colonists were always in debt to the merchants of the mother 
country (p. 68)—and there was constant friction between the 
property-holding class of the coast and the debtor class of the 
back country. This antagonism of the two sections assumed 
various forms and was made manifest in various ways. There 
were contests over taxation, over church matters, over the 
apportionment of representatives in the State legislatures. But 
the most serious contest between the older and the new com- 
munities was over the question of currency. The people of 
the ast as a rule wanted gold and silver, while the people of 
the back country wanted paper money. They did not object 
of course to gold and silver but they were satisfied with paper 
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and they demanded that paper issues be made. It was signifi- 
cant that the paper money of the Revolution did not depreciate 
half so fast in the back country as it did along the coast. 
Another thing that troubled the farmers beyond the moun- 
tains in the early days of the Republic was the difficulties with 
which they had to contend when they undertook to market 
their products. They were forbidden by Spain to carry their 
surplus of grain, tobacco, and live-stock on flatboats down the 
Mississippi to New Orleans. When they attempted to use the 
river their cargoes were confiscated. They were greatly in- 
censed by the action of the Spanish government and they ap- 


pealed to Congress to come to their aid. But many years passed #% 


before the Mississippi was opened to the flatboat trade; not 
until 1795 would Spain consent to a treaty which permitted 
Americans to land their products at New Orleans and transfer 
them to ocean-going vessels. The closing of the Mississippi 
through such a long period of time was a positive hindrance 
to western development, for it shut the farmers out from 
the markets of the world, it being impossible for them to 
transport their heavy agricultural products eastward across the 
mountains and sell them at a profit on the seaboard. 


COMMERCIAL AND INDUSTRIAL CONDITIONS 


It was not only the farmers of the West that met with ob- 
stacles in the marketing of their products. The whole nation 
suffered by reason of restrictions which were placed upon its 
trade by foreign countries, especially by Great Britain. For 
that nation was no longer the friend and guardian of America 
but an ill-humored rival whose pride had just been wounded 
by defeat. The policy of the British Government was to check 
the revival of American trade by striking a blow in the West 
Indies. Its action was quick and severe. In 1783, before the 
treaty of peace was signed, the King, acting under the authority 
of Parliament, issued an order which had the effect of ex- 
cluding American vessels from the British West Indies and 
thus preventing the landing of the cargoes of fish and bread- 
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stuffs and meat which American ships had been accustomed to 
carry to the islands. Moreover, the order prevented even Brit- 
ish vessels from carrying fish, beef, pork, butter and lard from 
the United States to the West Indies. The troubles produced 
by Great Britain were increased in August 1783 when the 
French Government also excluded American vessels from the 
French West Indies. Thus the American traders were shut 
out almost completely from their most profitable market. 

The manufactures of the new nation as well as its commerce 
had a hard struggle. To understand the industrial situation at 
the time it will be necessary to take a glance at the manu- 
facturing industries that existed in America and also a glance 
at those that existed in England. In America industry in 1783 
was almost as simple in its organization and methods as it was 
in England in the seventeenth century; it was still in the do- 
mestic stage (p. 17). A glimpse at the manufacturing condi- 
tions of the time is given in the following description of the 
town of North Brookfield, Massachusetts: “There were about 
a thousand people in this town. These were nearly all husband- 
men. What few mechanics there were, were also farmers. 
Among these half-mechanics and half-farmers were a black- 
smith, a nail-maker, a gunsmith, wheelwrights, carpenters, coop- 
ers, cobblers, broom-makers, and tailors. The cobblers had a 
bench in their kitchen and would also go around to the farmers’ 
houses with their kits, and stay a week or so, mending and 
making the family supply of shoes. The father or grandfather 
was still making some of the brooms. The wheelwright made 
ox-cart wheels, axles, and tongues, the remainder of the cart 
being made by the farmer. The carpenter had little to do be- 
cause every thriving man could hew, mortise, and lay shingles. 
The spinning, weaving, and dyeing were still done in the house- 
holds. Every family owned a great and a little wheel as well 
as a loom. Soap was made in every family.” 1 

Far different was the scene in England. Here the triumphs 
of invention were bringing about a revolution—already referred 


1 Quoted in R. M. Tryon’s Household Manufactures, pe Las 
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to (p. 97)—that was changing the face of English industrial 
society and that one day was to change the face of society 
throughout the world. The beginnings of this revolution were 
in the textile industry. In 1738 John Kay invented the flying- 
shuttle which more than doubled the power of the loom and 
greatly increased the quality of the cloth woven. The increased 
output of the loom called for more yarn than the old spinning- 
wheel could supply. So, thanks to the inventive genius of 
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Hargreaves’ Spinning Machine. 


James Hargreaves, a Lancashire weaver, and of Richard Ark- 
wright, a barber of Preston, there was given to the world a 
spinning-machine (1770) which not only could supply the 
demands of the loom but could leave it behind with its work. 
If the improved spinning-machines were to be kept busy there 
must be a more efficient loom. Edmund Cartwright, a Kentish 
clergyman, undertook the invention of the kind of weaving ma- 
chine that was needed and by 1785 had constructed a loom 
which could be propelled by a water-wheel. By this time, how- 
ever, even water-power could be dispensed with, for in 1776— 
a date that marks a mechanical as well as a political revolution 
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—James Watt gave to the world his steam-engine, a machine 
that one day was to furnish power for doing as much work 
as could be performed by the muscles of countless billions of 
human beings. England had a monopoly of the new machinery 
and she carefully guarded the secrets of its manufacture. 
Textile workers trained in the use of the new machines were 
forbidden to leave England. Neither the machines themselves 
nor the plans and models for constructing them could be law- 
fully exported. By keeping the secrets of the new inventions 
to herself England was able to produce goods on a scale vastly 
greater than they could be produced in any other country. 
Thus the first effect of the mechanical, or as it is usually called, 
industrial, revolution was to make Great Britain the leading 
workshop of the world. 

Of course the American craftsman who did his work almost 
entirely by hand could not compete successfully with the steam- 
driven machinery of England. Yet he was exposed to the com- 
petition. The moment peace came England rushed into the 
American market and flooded it with her goods. In one year 
(in 1784) the value of the imports from Great Britain amounted 
to nearly $20,000,000—a tremendous sum for those days.’ 
Never before had America bought so lavishly of England. In 
return her exports to England were less than $4,000,000. Bad 
results followed. For one thing thousands of Americans were 
plunged into debt. The American merchant in many cases sold 
the imported goods on credit to customers who bought beyond 
their means and when the time for payment came failed to 
meet their obligations. The American merchant therefore was 
unable to meet /ris obligations, for he, too, had bought on 
credit and beyond his means to pay. Thus not only the Ameri- 
can merchants but many of his customers as well found them- 
selves in the debtor class. Another result of the excessive im- 
portation was to crowd American manufactures out of the mar- 
ket and to give a serious set-back to the industries that had 
been developed during the Revolution (p. 99). Thus when 
Americans observed how their commerce was buffeted this 
way and that by outside powers and how their manufactures 
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were beaten down by the fierce assault of British competition, 
they must have felt that the war which gave their country its 
political independence had left it in a condition of industrial 
dependence. 

While commercial and industrial affairs were in this sorry 
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James Watt Experimenting with His Steam Engine. 


condition the monetary system of the country was in a state 
of the utmost confusion. The power to issue money resided in 
the States as well as in Congress and each State had a cur- 
rency system of its own. As a result there were so many dif- 
ferent kinds of money in circulation that it required a rather 
difficult calculation to determine what the value of a piece of 
money really was. In 1786 Congress passed an act providing 
that all currency should be based on the decimal system that 
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we have today. (A pity it was that Congress did not go fur- 
ther and take the firm action that the French took a few years 
later when they established a decimal system for all kinds of 
weights and measures as well as for money.) The new system, 
however, was not at once put into effect. Some years had to 
pass before the people abandoned the old habit of estimating 
values in terms of the English denominations of pounds, shil- 
ings, and pence. 

But it was not the confused state of the currency but its 
scarcity that caused the most trouble. As a legacy from the war 

Paper period there was a great deal of paper money in existence but 

Money Q 
most of it was worthless. To make matters worse, the heavy 
importation of foreign goods drained the country of its gold 
and silver. In one year (1784) $6,000,000 in specie was sent 
abroad. By 1785, there was not enough money for the trans- 
action of the ordinary business of daily life and it became nec- 
essary in some communities to resort to the primitive methods 
of barter. Farmers wanting clothing would go from place to 
place seeking a shoemaker who would take wheat for shoes 
or a merchant who would exchange cloth for pumpkins. Money 
was sorely enough needed, but where was it to come from? 
The people of the back country, the farmers, and the debtor 
class raised the old cry for paper money. Some of the States 
turned a deaf ear to the appeal, but seven of them yielding 
to the popular demand “entered on the difficult task of legis- 
lating their people into financial blessedness by the simple means 
of making money.” 

But the paper money brought no relief. Everywhere it de- 
preciated in value, falling in some cases to a point where it 
was utterly worthless. In the States, therefore, that issued paper 

Hard money as well as in those that refused to issue it, money con- 
andDis- | tinued to be scarce, debts continued to press heavily upon the 
gentent poorer classes, and taxes continued to be burdensome. The 
result was hard times. In 1785 and 1786 there was so much 
distress throughout the country that it may be said that it 
was then that we had our first panic. The depression did not 
bring much real suffering, for nowhere was there much desti- 
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tution. “Some tribulation there was, but that the country was 
forlorn, destitute, and poverty-stricken is far from the truth.” 
The depression, however, did bring a great deal of discontent. 
In Massachusetts there was an outburst of popular wrath which 
showed itself in the form of violence and open warfare against 
the government. Throughout the entire country the air was 
so heavy with the murmurs of the discontented that thoughtful 
men were startled. “There are,” said Washington, “combustibles 
in every State to which a spark might set fire.” 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. What were the boundaries of the United States in 1783? What 
portions of the country were still wild and unsettled regions? 

2. Describe the early trans-Alleghany settlements. (Semple, 78-88.) 

3. Write a brief biography of Daniel Boone. 

4. Where was the back country in 1763? In 1783? Taking the dates at 
which communities were erected into Territories or States (Table 2) as 
a guide for your answers, where was the back country in 1800? In 1820? 
In 1840? In 1860? In 1890? Trace roughly on a map the frontier line at 
each of these dates. 

5. Why are people who have been engaged in a war likely to be 
extravagant when the war is over? 

6. What is the meaning of barter? Name some of the inconveniences 
of barter. What is the difference between a system of barter and a 
system of commodity money (p. 57)? 

7. The New West (1763-1780): Van Tyne, 269-288. 

8. The Resumption of Peaceful Trade: Van Metre, 164-168. 

9. The Rear of the Revolution: Paxson, 33-43. 

10. Chaos in the Currency: Faulkner, 179-185. 

11. Economic Depression: Van Metre, 168-172. 

12. The Industrial Revolution in England: -Faulkner, 269-272. 
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THE NEW NATION TACKLES ITS ECONOMIC 
PROBLEMS 


A union of commercial, as well as political, interests, can only result 
from a unity of government.—The Federalist. 


The statesmen of the day believed that the ills of the country were 
due chiefly to the weakness of the government provided by the Articles 
of Confederation, and it was while the nation was passing through its 
first panic that Washington, Madison, Hamilton and others addressed 
themselves in a whole-hearted way to the task of curing the defects in 
the existing political system. By the time they were through with their 
work they had not only set up a new framework of government but had 
also accomplished important reforms of an economic character. 


THE DEFECTS OF THE CONFEDERATION 


The most serious defect of the Articles of Confederation was 
that they did not give Congress the power to levy and collect 
taxes. Congress, it is true, could ask the States for money, 
but a State could deal with the request as it pleased. Congress 
had no means of compelling a State to contribute a penny to 
the national treasury. The States were asked to give Congress 
the power to collect a duty on imports so that the debt in- 
curred during the-Revolution might be paid. But the request 
was not granted. The country had just passed through a war 
which had arisen from opposition to taxation and the people 
were in no mind to grant to the Confederation a power which 
they feared might prove to be dangerous and oppressive. 
Moreover, the American people were not as yet accustomed to 
pay taxes except for local needs, and they hated the tax- 
gatherer as much after the Revolution as they hated him before 
(p. 92). The Congress, therefore, had to rely upon such rev- 
enues as the several States of their own free will would con- 
tribute to the national fund. And it relied upon a broken reed; 
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the States failed to do their part. Between 1782 and 1786 
Congress made calls upon them amounting to more than $6,00v- 
000, of which only $1,000,000 was paid. The result was that 
the government of the Confederation was kept in a state of per- 
petual bankruptcy. Money was needed for paying off debts, 
for paying the soldiers who had fought in the Revolution, and 
for the running expenses of the government, but there were 
never any funds on hand. At one time Congress did not have 
enough cash to provide its secretary with pens, ink, and paper. 

A second serious defect of the Articles was that they failed 
to give to Congress the power to regulate commerce between 
the States or between the United States and foreign nations. 
The commerce power was thus left with the State to be used 
as it saw fit. Each State had its own custom-house and could 
levy duties not only on goods coming from foreign countries 
but also upon goods coming from another State. When fixing 
the duties a State was often influenced by motives of jealousy 
or retaliation or by the hope of winning trade away from a 
neighbor. In’some cases the duties levied by a State actually 
favored a foreign nation at the expense of a sister State. 
Under this system the laws regulating commerce were not only 
confusing but were a source of discord and bad feeling. “The 
States are every day giving proofs,” said Madison, “that sep- 
arate regulations are more likely to set them by the ears, than 
to attain the common object.’ Congress several times asked 
for power to remedy some of the evils connected with com- 
merce but the States were almost as reluctant to give up their 
power over commerce as they were to give up the taxing 
power. 

A third defect of the Articles was that they gave Congress 
no power to provide for a sound currency. Each State was 
free to deal with currency matters in its own way. If it desired 
to issue paper money it could do so and could issue it in unlim- 
ited quantities. In availing themselves of this freedom the 
States in some cases caused paper money to become an instru- 
ment “for discouraging industry, deceiving the ignorant, and 
corrupting the morals,” 
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Private Still another weakness in the Articles was that they did not 

robes enable Congress to deal with the subject of private debts. The 
debtor class, as we have learned, was very large, and there was 
a disposition on the part of many to evade their obligations. 
A common way of discharging a debt was to pay it off in 
paper money that had depreciated in value. In places where the 
paper currency had become almost worthless “creditors could 
be seen running away from their debtors, and debtors pursu- 
ing them in triumph and paying them without mercy.” Cred- 
itors also had to suffer from “stay”? laws—laws passed by State 
legislatures suspending or postponing the right of a creditor 
to collect his debt. In some States the debtor class was helped 
by “tender” laws, which required creditors to accept certain 
commodities as substitutes for specie payment. 


ECONOMIC PROVISIONS OF THE CONSTITUTION 


These defects of the Confederation and some others of an 

economic nature were in the minds of the statesmen who as- 

The sembled in Philadelphia in 1787 and framed the Constitution 
Interests that took the place of the Articles. The economic aspects of 
Framers the task which confronted the men who drew up the Consti- 
Constitu- tution were not likely to be neglected, for of the fifty-five mem- 
bers of the Convention of 1787 there was hardly one who did 

not have some property interest of his-own which had been 
adversely affected under the Articles and which might be pro- 

moted if certain provisions were placed in the proposed Con- 

stitution. There were eleven members who were interested in 

shipping and manufacturing ; these might be expected to favor 

the regulation of commerce by Congress. Twenty members were 

the holders of public securities ; these public creditors very nat- 

urally would wish that Congress might have the power to levy 

taxes so that the government might have money to pay its 

debt. Many of the members had loans out at interest; these 

private creditors would wish that the States might be deprived 

of the power of issuing paper money and enacting “stay” 

laws and “tender” laws. More than a dozen members had 
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money invested in western lands, but the investments had not 
yet become a source of profit because the Confederation was 
too weak to govern the western country or to protect the set- 
tlers from Indians; these land speculators saw that it would 
be to their advantage to have a strong central government— 
one that could use force where force was necessary. It was to 
be expected, therefore, that the Convention would take good 
care of at least five kinds of property, wiz.: money lent at 
interest, public securities, western lands, manufacturing, and 
trade and shipping.t To say this is not to impute unworthy 
motives to the Fathers of the Constitution, for as Professor 
Schlesinger tells us, “intelligent. self-interest, whether con- 
scious or instinctive, is one of the forces of human progress.” 

The questions that came up before the Convention were met 
squarely and dealt with in a firm manner. The all-important 
subject of taxation was disposed of by giving to Congress an 
almost unlimited power to tax. This power was restricted in 
only three particulars: it was provided (1) that duties on im- 
ports and excises—taxes levied on goods manufactured within 
the country—must be uniform throughout the United States; 
(2) that direct taxes on property and capitation taxes ? must be 
apportioned among the States according to population ; and (3) 
that duties must not be laid on articles exported from any 
State. Excepting only as it might be limited by these three 
provisions, Congress was to be free to levy any kind of tax 
it might see fit for any amount it might desire. Under this 
power the national government need no longer be dependent 
upon the good-will and generosity of the States, for Congress 
could now levy its own taxes and collect them with its own 
officers. 

The question of trade regulation was disposed of by giving 
Congress power to regulate commerce with foreign nations 
and among the several States. Here was an economic provision 


1For a detailed account of the economic interests of the members of the 
Convention see C. A. Beard, “An Economic Interpretation of the Constitution 
of the United States,” pp. 73-152. 

2A capitation tax is a tax on a person as a person, not as a possessor of 
property. 
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of profound significance. No longer would the management of 
the commercial interests of the country depend upon the jeal- 
ousy or caprice of the individual States. Within its borders 
a State could still regulate trade in its own way, but goods on 
their way from one State to another or passing between a 
State and a foreign country were placed under the exclusive 
regulation of the national government. The provision in respect 
to commerce between the States meant that henceforth the 
shackles of interstate commerce were to be broken and that 
the principle of free trade was to be established within an area 
that was already wider than that of Western Europe and that 
was to expand until it was as wide as the whole of Europe. 
So the provisions of the Constitution in respect to the regula- 
tion of commerce not only caused foreign trade to become a 
matter of national concern but they secured freedom of trade 
in the largest single market area in the world. 

In the interest of a sound currency and with the view of 
protecting creditors the Constitution provided that no State 
should coin money or issue paper money or make anything 
but gold and silver coin a tender in payment of debts. Under 
this provision creditors need no longer be disturbed by debtors 
clamoring at the doors of State legislatures for the passage of 
“tender” laws and paper money acts. 


EARLY ECONOMIC LEGISLATION 


Even before the government established by the Constitution 
had been fully organized Congress began to make use of the 
new powers which had been conferred upon it. Its first task 
was to raise money for carrying on the operations of the new 
federal government. It had to act promptly in the matter, for 
not a penny had been left in the treasury of the old Confedera- 
tion. There were now two general methods by which the nec- 
essary money could be raised: taxes could be levied directly 
upon the property of the people, or they could be secured in- 
directly in the form of tariff duties laid upon goods imported 
from foreign countries. As the direct method would be sure 


An ACT for laying a DUTY on GOODS, WARES, and 
MERCHANDIZES, imported into the Unrrep SrarTes. 


CEs it is neceflary for the fupport of Government, and the en- 
couragement and protection of Manutactures, that Duties be laid on 
Goods, Wares, and Merchandizes, imported ; _ 


BE it enatted bp the COMAGRESS of the United States, That from 
and after the fifteenth day of June next enfuing, the feveral duties herein after men- 
tioned, fhall be laid on the following goods, wares, and merchandizes, imported into 
the United States, from any foreign port, or place, that is to fay: 


On all diftilled fpirits of Jamaica proof, imported from the OY) 
dominions of any ftate or kingdom, having a commercial treaty with 12 cents. 
the United States, - - - - - - per gallon, 9 


On all other diftilled fpirits, imported from the European dominions 

of fuch ftate or kingdom, - - ee - per elloatt ro cents. 
On all diftilled fpirits of Jamaica proof, imported from any other ees Spt ie 

dom orcountry whatfoever, - . = ss - per gallon, 5 cents 
On all other diftilled fpiris, - - - =  « per gallon, 12 cents. 
On molafles, = a. | per gallon, 5 cents. 
On Madeira wine, + ~“ - - = = © per gallon, 25 cents. 
On all other wines, - 4 = = = - per gallon, 15 cents. 
On every gallon of beer, ale, or porter, in catks, - - : 8 cents. 
On all cyder, beer, ale, or porter, in bottles, - per dozen, 25 cents. 
Onenitieeom = 5 eo) <=. = © + per buflicl, Io cents. 
On brown fugars, . - = = - - per pound, I cent. 
Onwloatiupars.te gene = - per pound, 3 cents. 
On all other fugars, + = = - - . per pound, 13 cents. 
On coffee, . - eH - = =~ © per pound, 2% cents. 
On cocoa, + - - = - = owt ls per pound, I cent. 
On all candles of tallow, - - - - - per pound, 2 cents. 
On all candles of wax, or {permaceti, - - - per pound, 6 cents. 


A Portion of the First Tariff Act. 
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to meet with fierce opposition Congress decided to adopt the 
indirect method and secure the money by laying tariff duties 
upon foreign imports, a policy that became a permanent feature 
of our revenue system. For more than a century the expenses 
of the Federal government were met chiefly by tariff duties 
collected at custom-houses. 

In the discussion of the first tariff bill Congress was brought 
face to face with a question that has never ceased to hold an 
important place in the minds of Americans. That question 
was this: Should the duties be levied upon imports of every 
kind and fixed simply with the view of raising a revenue for 
the support of the Government,’ or should they be levied upon 
certain selected articles and fixed not only with the purpose 
of raising the necessary revenue but with the further purpose 
of protecting those articles from competing with foreign goods ? 
If Congress should keep in mind only the best method of se- 
curing money and should disregard wholly the question of for- 
eign competition, then it would enact a revenue tariff; if in 
fixing the duties its primary aim should be to keep certain 
classes of foreign goods out of the country it would enact a 
protective tariff. So it came to pass that tariff battles were 
generally fought out on this question: Shall the duties be 
protective in character or shall they be levied solely with view 
of raising revenue? 

In the debate on the first tariff measure the interests of the 
different regions were found to be so diverse and conflicting 
that it seemed almost impossible to frame a bill that would 
pass. Manufacturing, as we shall presently learn, was recov- 
ering from its depressed condition and there was a demand 
for a tariff that would protect American industries and assure 
their further growth. But to comply with this demand was 
not easy. Representatives from Pennsylvania wanted high du- 
ties on nails and other forms of manufactured iron, for their 
State had iron and steel mills which it desired to protect. The 
New Englanders and the South Carolinians having no iron 


1When the executive branch of the federal government i 
2 v I : is m 
“government’’ will begin with a capital, a ates 
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mills, joined in opposing the duties on iron that the Pennsyl- 
vanians asked for, because those duties would increase the 
cost of ship-building in the North and of agricultural imple- 
ments in both sections. Pennsylvanians had no desire for a 
duty on hemp, but the farmers of Kentucky joined with South 
Carolina in asking for such a duty. It was plain that no tariff 
could be framed that would be equally acceptable to all the 
States. The bill that finally passed (July 4, 1789) was in the 
_ main a revenue rather than a protective measure, although by 
the words of its subtitle it was designated as an act for the 
“encouragement and protection of manufactures.” It laid mod- 
erate duties on tea, coffee, molasses, sugar, boots and shoes. 
The average rate of duties was only 8 per cent, the lowest scale 
ever imposed by Congress in a general tariff act. 

The taxing machinery having been set in motion, the new 
Government could arrange for the payment of the nation’s 
debts. The task of setting the financial house in order was 
performed by Alexander Hamilton with such distinguished 
success that “the whole world perceived with delight and the 
whole world saw with admiration.” The foreign debt was $12,- 
000,000, the domestic debt—the debt of the Confederation— 
was $42,000,000, the war debt contracted by the several 
States was $21,000,000. These figures, insignificant in our 
eyes, were formidable enough in the eyes of statesmen in 1790. 
Many of the original holders of the certificates of indebted- 
ness had sold their securities, either through necessity or 
through a lack of confidence in the government, at a price far 
below their face value, and the certificates had passed into the 
hands of speculators. There was doubt in the minds of many 
whether the speculators should be paid the full face value for 
certificates which they had bought for almost nothing. But 
doubts of this kind did not disturb Hamilton. The Government, 
he said, had promised to pay the original holders of the certif- 
icates, or their assignees, the face value of the debt, and the 
Government ought to keep the promise. There was opposition 
also to paying the war debt contracted by the several States. 
To pay off the debts of a State, it was said, with money raised 
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by national taxation would saddle upon the States that had 
small debts more than their just proportion of the obligation. 
The views of Hamilton prevailed both in respect to the value 
that should be placed upon the certificates and in respect to 
the assumption of the State debts; all holders of the old ob- 
ligations of the Confederation were permitted to exchange their 
certificates at face value for new bonds and provision was 
made for the funding of the war debts contracted by the States. 
Thus the new Government began its history with a debt of 
about $75,000,000. With the receipts from the customs duties 
the interest payments on the new bonds were easily met. The 
bonds immediately began to rise in value and within two years 
they were selling at par. The credit of the new Government 
was now resting on a sound basis. 

When the scheme for the funding of the debt was safely 
through Congress, Hamilton brought forward a plan for 
establishing a bank in which the Government should have a 
direct interest. He urged such a bank on the ground that (1) it 
would make it easier for the Government to borrow money; 
(2) it would furnish a safe place for the Government to keep 
its funds; (3) it would provide banking facilities both for the 
Government and the business public; and (4) it would issue 
notes that would serve as a sound paper currency, for they 
would be notes that could be redeemed in gold and silver. But 
did the Constitution give Congress the power to establish a 
bank? The question gave rise to a long and bitter controversy, 
but in the end the bank was chartered by Congress in 1791 for 
a period of twenty years. It was known as the First Bank of the 
United States. The charter provided that it should have a capital 
of $10,000,000. Of this amount the Government subscribed 
$2,000,000, becoming thereby an active partner in the banking 
business. The enterprise was in every way successful; the bank 
did all that Hamilton claimed it would do. The notes of the bank 
were everywhere received at their face value because they were 
redeemable in specie. 

The establishment of the bank in so far as its issue of notes 
was concerned was a currency measure. But it was necessary 
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for Congress to go further in its currency legislation and pro- 
vide for a system of coinage, for under the Constitution the 
power to coin money was taken away from the States. Accord- 
ingly in 1792 a national coinage act was passed, establishing a 
mint and placing the valuation of the new American dollar at 
24.75 grains of gold. As a grain of gold was worth 15 grains 
of silver it was provided that a silver dollar should contain 
I5 times 24.75 grains of silver, or 371.25 grains. Free and un- 
limited coinage of both gold and silver were provided for in 
the act, and both were made full legal tender. “It shall be 
lawful,” read the act, “for any person or persons to bring to 
the said mint gold or silver bullion in order to their being 
coined . . . free of expense to the person or persons by whom 
the same shall have been brought. And as soon as the said 
bullion shall have been coined the person or persons by whom 
the same shall have been delivered, shall upon demand receive 
in lieu thereof coins of the same species of bullion which shall 
have been so delivered, weight for weight, of pure gold or 
silver therein contained.”” Thus was established a system of 
bimetallism which was maintained with only slight changes 
until 1873. 

For a long time the amount of money coined at the mint was 
so small as to be virtually negligible. The currency supply of 
the nation consisted almost wholly of the gold and silver that 
got into circulation through the ordinary channels of trade, 
of the notes of the First Bank of the United States, and of 
the notes issued by the State banks. For while the State under 
the Constitution was no longer permitted to issue currency of 
any kind it could nevertheless establish banks and endow them 
with the power to issue notes which would pass as currency. 
The note of a State bank was like the promissory note of an 
individual: one could take it or refuse to take it as one chose. 
Inasmuch as the notes on their face were redeemable in specie 
and the country was currency-hungry, they were eagerly ac- 
cepted and they passed from hand to hand until they wore to 
rags. Frequently many years would elapse between the date 
at which a note was issued and the date at which it was pre- 
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sented for redemption. This interval encouraged a bank to 
issue notes in amounts very much greater than the specie which 
it held in reserve for purposes of redemption. Indeed, experi- 
ence taught the banks that they could prudently and safely 
issue notes in amounts that were three or four or even five 
times as great as the redemption fund. Banking, therefore, was 
found to be a highly profitable business and State banks mul- 
tiplied in number and spread to all sections of the country. 
In 1790 there were but three State banks in the United States ; 
in 1800 there were 28; in 1814, 88; in 1816, 246. The circula- 


A Note of a State Bank. 


tion of the notes of State banks in 1817 was $100,000,000. In 
many cases the transactions of these banks were unbusiness- 
like and dishonest in character. Too often they issued notes in 
such great quantities that redemption was impossible, and it 
was one of the services of the First Bank of the United States 
that it refused to accept the notes of any State bank that did 
not redeem in specie. In spite of their shortcomings, however, 
the State banks for seventy years furnished most of the money 
that was in circulation and thus played an important part in 
the finances of the nation. 


THE. RETURN SOF PROSPERILY 


By the time the new Government under the Constitution 
was well inmotion the hard times of 1785 and 1786 had 


od he 
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passed, business had brightened, and trade had begun to swing 
upward. “The people,” said Washington in 1788, “are emerg- 
ing from the gulf of dissipation and debt into which they had 
precipitated themselves at the close of the war. Economy and 
industry are evidently gaining ground. Not only agriculture, 
but even manufactures, are much more attended to than for- 
merly.” When these words were written the Americans had 
effectively regained the footing which they had lost in the car- 
rying trade (p. 100), the New England fisheries had been re- 
stored to their former prosperous condition, and the manufac- 
turing industries had taken on new life. On every side there 
were indications of a general increase in wealth. In the year 
in which Washington was inaugurated as President, the Amer- 
icans were able to buy merchandise of England to the value 
of $12,000,000, and what was better, they were able to pay 
for their purchases. 

Although this prosperity became evident about the time the 
oid order of things under the Confederation was passing out 
and the new order of things under the Constitution was com- 
ing in, it must not be understood that the return of prosperity 
was due to the Constitution. To take this view of cause and 
effect would be to place the cart before the horse. Before the 
Constitution was adopted, even before it was framed, there 
were signs of improvement in the business world, and before 
any of the new measures could by any possibility have had 
any effect upon the economic situation, a full tide of pros- 
perity had set in. What the Constitution and the new legisla- 
tion really did was to increase the confidence of men in the 
stability of the social order, and confidence is a powerful fac- 
tor in human affairs. “Commercial confidence,’ says the his- 
torian Hildreth, “though political economists have omitted to 
enumerate it among the elements of production, is just as much 
one of those elements as labor or land or capital—a due in- 
fusion of it increasing in a remarkable degree the productive 
activity of those other elements and the want of it paralyzing 
their power to a corresponding extent.” 

The prosperity which the country was enjoying in 1791 was 
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commented upon by Jefferson as follows: “In general, our af- 
fairs are proceeding in a train of unparalleled prosperity. 
This arises from the real improvements of our government: 
from the unbounded confidence reposed in it by the people, 
their zeal to support it, and their conviction that a solid Union 
is the best rock of their safety; from the favorable seasons ~ 
which for some years past have codperated with a fertile soil 
and a genial climate to increase the productions of agriculture ; 
and from the growth of industry, economy and domestic man- 
ufactures ; so that I believe I may say with truth, that there is 
not a nation under the sun enjoying more Bara: prosperity, 
nor with more in prospect.” 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. In which branch of Congress do bills for raising revenue originate? 


2. When voting upon a proposed law should a lawmaker in all cases 
disregard his own economic interests? 

3. What is the origin of the word “tariff”? 

4. Would a duty imposed on coffee be a tariff for revenue or a tariff 
for protection? 

5. “The tariff is an indirect tax.” Explain. 

6. “Washington and others speedily found that if there was to be any 
useful regulation of commerce between the States all the States must 
join in making the regulations.” Why? 

7. Suppose a nation was entirely self-supporting, that is, suppose it 
did not have to import anything at all, would it be more prosperous for 
that reason? 

8. “Public debt is a public blessing.” “Public debt is a public curse.” 
Point out the truth and falsity which are contained in both the preceding 
statements. 

g. Did you ever.see a bond that was issued by a government? If 
possible, bring a government bond to the class to be examined and 
studied. 

10. The law of 1792 says: “Every 15 lbs. weight of pure silver shall 
have equal value in all CE nore with one lb. of pure gold.” Why 15 
to 1? Why not Io to I, or 20 to 1? 

II. State of Society (1789-1800) : Bassett, 163-177; 1090-203. 

12. Financial Laws of the New Government : Faulkner, 296-299. 

13. State Banks: Bogart, 237-238. 

14. The First Bank of the United States: Van Metre, 191-193; 
231-233. 
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THE RISE OF AMERICAN COMMERCE 


It has been the general sense of our country to be impartial between 
the powers of Europe and observe a neutrality in their wars—John 


Adams. 


The nation had no sooner entered upon its career under the new 
Constitution than its economic life began to be profoundly affected by the 
wars which followed in the wake of the French Revolution. These 
wars, beginning in 1793 and continuing with but slight intermissions for 
more than twenty years, had the effect of throwing the greater part of 
the carrying trade of the world into the hands of the Americans and of 
increasing their ocean-tonnage at a rate which hitherto had no parallel 
in the annals of commerce. 


THE REVIVAL OF AMERICAN COMMERCE 


The prosperity which the country was enjoying at the time 
the new federal government was set in motion was due largely 
to the fact that our foreign trade was recovering from the 
setback which had been given to it by the Revolution and by 
the subsequent actions of Great Britain (p. 111). To maintain 
a flourishing foreign trade was absolutely necessary if the 
new nation was to prosper. For, in the early national period 
as well as in colonial times (p. 55), the economic welfare of 
the Americans depended upon their ability to exchange their 
surplus products for the commodities produced in other lands. 
Accordingly, American traders, undaunted by the prohibitions 
which had shut them out of the British and French West In- 
dies, promptly began to seek new markets, and it was not long 
before the Yankee skipper discovered that he could take Amer- 
ican products to the Dutch and Spanish West Indies and that 
there was a profitable trade with continental Europe. In 1785 
sixty American vessels entered the port of Lisbon. In the search 
for new markets the Americans made their way to the oppo- 
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site side of the globe and began a trade with the Orient. In 
1784 the Empress of China, an American ship of 360 tons bur- 
then, sailed from New York to Canton and after a voyage of 
fifteen months returned with a cargo of silks and tea. The 
American flag now soon became a familiar sight in the ports 
of the Orient. In 1789 there were fifteen American vessels at 
Canton, a greater number than from any other nation except 
Great Britain. 

Not only was the foreign trade prosperous but there was 
increased activity in the coastwise trade. Vessels from New 
England and the Middle States were taking supplies of flour 
and meat to South Carolina, Georgia and other points in the 
South. In order to save this coastwise trade for American ship- 
ping Congress in the second act which it passed (July 20, 1789) 
provided that when a foreign vessel entered an American port 
it should pay a tax of fifty cents a ton, while an American ves- 
sel should pay only six cents a ton. The same law provided 
that an American ship engaged in the coastwise trade should 
pay the tonnage duty only once a year, while a foreign ship 
must pay it every time it entered a port. The effect of this leg- 
islation was quickly to drive foreign vessels away from the 
coastwise trade and thus establish a monopoly for the Amer- 
icans. 

The chief concern of Congress, however, was not for the 
coastwise but for the ocean trade. During its first session it 
passed a law discriminating against foreign shipping. The law 
provided that vessels which were foreign in both construction 
and ownership should pay a tonnage tax of fifty cents a ton, 
that vessels owned by foreigners but built in the United States 
should pay thirty cents a ton, and that vessels both built and 
owned in the United States should pay the insignificant sum 
of six cents a ton. This legislation caused American shipping 
to assume a national character which it had not before possessed. 
It is not at all certain, however, that the discriminating tonnage 
duties gave much real help, for foreign countries made it a rule 
to discriminate against American ships to the same extent that 
the United States discriminated against foreign ships. 


~~. 
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Of greater importance than the laws of Congress was the 
circumstance that the Americans could build their ships cheaper 
than they could be built by their rivals. Owing to the wealth 
of the forest resources an American-built ship could be built 
for about $35 a ton, while an English vessel of the same con- 
struction cost $50 a ton, and a French vessel $60. And the 
American vessel was so well constructed and gave such a good 
account of itself on the ocean that it was everywhere a favor- 
ite carrier. 


THE GROWTH OF AMERICAN COMMERCE 


The outlook for the American carrying trade was thus al- 
ready full of promise when in 1793 a war broke out between 
Great Britain and France. The struggle continued for more 
than twenty years and involved almost every nation of Europe. 
Since England with her powerful navy could prevent the in- 
tercourse of the European nations with their colonies, these 
nations had to surrender their colonial trade to neutrals, with 
the result that the productions of the French, Spanish and 
Dutch colonies could find their way to Europe in no other way 
than under a neutral flag. Here was America’s opportunity: 
the lion’s share of this colonial trade, a prize for which great 
nations had long been struggling, could go to the United States, 
for it was the only important neutral nation. 

The opportunity was not neglected. Eagerly did the Ameri- 
cans go forth to capture the neutral carrying trade, seeking 
it wherever it could be found. “Our catalogue of merchants,” 
says Adam Seybert, “was swelled much beyond. what it was 
entitled to be from thé state of our population. Many persons 
who had secured moderate capital from mechanical pursuits 
soon became the most adventurous. The brilliant prospects 
held out by commerce caused our citizens to neglect the me- 
chanical and manufacturing branches of industry. The most ad- 
venturous became the most wealthy. No one was limited to any 
branch of trade; the same individual was concerned in voy- 
ages to Asia, South America, the West Indies, and Europe. 


Cheapness 
of Ameri- 
can Ships 


America’s 
Oppor- 
tunity 


An Unpar- 
alleled 

Growth in 
Oommerce 


A Golden 
Harvest 
for the 
Farmer 


The Treat- 
ment of 
Neutrals 


134 RISE OF AMERICAN COMMERCE AND INDUSTRY 


. In proportion to our population we ranked as the most 
important commercial nation; in point of value our trade was 
second only to that of Great Britain.” The result of this enter- 
prise was an enormous increase in American tonnage and trade, 
the tonnage jumping from 367,000 tons in 1793 to nearly 
750,000 in 1807, and the total value of the foreign commerce 
rising from about $27,000,000 in 1793 to more than nine times 
that amount in 1807. Thus while all Europe was engaged in a 
life-and-death struggle Americans saw their nation’s com- 
merce grow at an astonishing rate. 

The growth of commerce was matched by a corresponding 
growth of agriculture. The increase in exports was made up 
largely of foodstuffs which were needed by warring nations 
too busy with fighting to raise crops and supply themselves 
with food. Even England, for the first time in her history, 
now was glad to get American grain. The increased demand 
for agricultural products raised their price to a height never 
before known. A barrel of flour which sold in 1793 for $5.50 
brought $9.00 in 1807. And so it was with grain and meat and 
leather and cotton and other raw materials; prices soared and 
the American farmer reaped a golden harvest. 


THE ROUGH (PATH OF NEUTRALETY 


But these good things were not achieved without trial and 
tribulation. When France and England began to fight, our 
Government decided upon a neutral course, but the path of 
neutrality proved to be almost as hard and dangerous as the 
path of war. When two nations are fighting, each belligerent 
wants to cripple the commerce of its enemy, and in order to 
do this it must prevent, if possible, the commerce of its enemy 
from being carried in neutral ships. Accordingly the war had 
no sooner begun than Great Britain, wishing to prevent food- 
stuffs from going to France, ordered the commanders of Eng- 
lish ships of war to seize all neutral vessels carrying flour, 
corn or meat to any French port. In carrying out her policy 
England in some cases paid for the cargoes which she seized 


THE RISE OF AMERICAN COMMERCE 135 


and in other cases confiscated them. But even where payment 
was made her action was a wanton violation of neutral rights, 
for its effect was to deny to Americans the right of selling 
their products to customers of their choice. Not content 
with the seizing of cargoes, English commanders searched our 
ships and if any English-born subjects were found they were 
taken and impressed into the service of Great Britain. Fre- 
quently the commanders went even further and impressed 
American-born citizens. 

These invasions of our rights, involving as they did ques- 
tions of national honor and self-respect, were bound to raise 
the question of war or peace. Should the United States declare 
war on England? When the question was looked at from the 
economic standpoint it was seen that if war should be declared 
our merchant marine would be swept from the sea by the Eng- 
lish navy and the wonderful profits that were being reaped 
by the commercial classes would be suddenly cut off. Moreover, 
the prosperity of the farmers would be suddenly brought to 
an end. When the situation was viewed from the standpoint of 
practical politics it was seen that the Federalists, whose ranks 
were composed chiefly of the commercial people, were in favor 
of preparing for war but were not ready to declare hostilities, 
while the Republicans, who belonged for the most part to the 
farmer ciass, were not only opposed to war but were not even 
in favor of preparing for it. Neither economic interest, there- 
fore, nor political sentiment was likely to carry the nation into 
war. In the earlier stages of the war between England and 
France Jefferson, the Secretary of State, having in mind the 
boycott policy of revolutionary times (p. 93) proposed a con- 
ditional restriction of trade. “I should hope,” he wrote in De- 
cember 1793, “that Congress, instead of a declaration of war, 
would instantly exclude from our ports all the manufactures, 
produce, vessels and subjects of the nation committing this ag- 
gression and till full satisfaction is made for it.” This plan of 
economic warfare had its supporters in Congress but it was 


not adopted. 
If it had been adopted it would doubtless have defeated the 
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purposes of Washington, who was bent upon peace and who 
was trying to get England to agree to a treaty which would 
Jay’s recognize our rights. The result of the President’s efforts in 
Tie this direction was Jay’s Treaty, which was signed in November 
1794. This treaty left England free to prohibit American trade 
with the French colonies; it left her free to search American 
vessels and impress sailors ; it permitted her to confiscate French 
goods on American vessels; it allowed American ships of not 
more than seventy tons to trade in the West Indies.* The treaty 
disappointed nearly everybody. Washington himself was not 
pleased with it, yet he believed that if it-should be rejected 
the policy of neutrality would be lost and the country would 
be plunged into a disastrous and unnecessary war with Eng- 
land. So to keep us out of a war which would have thrown us 
into the arms of France he supported the treaty. 
Trouble While Jay’s Treaty averted a conflict with England it came 
France near to bringing on a war with France. Our trouble with 
France dated from the outbreak of the European wars when 
French naval commanders began to disregard our rights al- 
most as completely as they were disregarded by England. It 
was the contention of the French Government that under the 
treaty which we made with France in 1778 we were in duty 
bound to aid her in her war with Great Britain, and our fail- 
ure to give this aid was the cause of much resentment. The 
effect of the Jay Treaty was to deepen this resentment. French 
naval commanders now harassed our commerce in the most 
shameful manner. The American minister to France was sent 
out of the country and the envoys of our Government were 
insulted. President John Adams, who inherited from Wash- 
ington the legacy of trouble with France, displayed much spirit 
in dealing with the French Government and called upon his 
nation to prepare for war. But the difficulties were adjusted 
in a peaceful manner by means of a treaty which was entered 
into in 1800 between France and the United States. The treaty 


_ 1In one important respect the treaty was entirely satisfactory to Americans: 
it provided for the early evacuation of certain western forts which the British 
were holding contrary to the terms of the peace treaty of 1783. 
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restored friendly relations between the two countries and pro- 
vided for the better treatment of American commerce. Adams 
was roundly abused for consenting to the treaty, yet it is the 
verdict of history that the course of the President was wise. 
Just as Jay’s Treaty kept us from throwing ourselves into the 
arms of France, so this treaty with France in 1800 kept us from 
throwing ourselves into the arms of England. 

But treaties are not apt to stay the hands of nations that 
are fighting for their lives. As the death-grapple between Great 
Britain and France became. more desperate the less attention 
did each give to the rights of neutrals. In December 1805 
President Jefferson thus described the depredations which were 
being made upon American commerce: “Our coasts have 
been infested and our harbors watched by private armed ves- 
sels, some of these without commissions, some with legal com- 
missions, but committing piratical acts beyond the authority 
of their commissions. They have captured in the very entrance 
of our harbors as well as on the high-seas, not only the ves- 
sels of our friends coming to trade with us, but our own also. 
They have carried them off under pretense of legal adjudicature, 
but not daring to affront a court of justice they have plun- 
dered and sunk by the way, maltreating the crews and aban- 
doning them in the open sea or on desert shores without food 
or covering.” When this complaint was made the depredations 
were only fairly begun. A year later, when Napoleon was su- 
preme on the Continent and when Great Britain was the un- 
disputed mistress of the seas, there began to be issued by 
Great Britain and by France orders and decrees which taken 
together were so broad and so sweeping that they amounted 
to a declaration that every neutral vessel found on the high 
seas, whatever might be the character of the cargo and what- 
ever might be the place of departure or destination, could be 
lawfully captured as a prize of war. That the declaration was 
not an idle and harmless thing was shown by the fact that 
more than a thousand American vessels were captured, many 
of them by France but more by Great Britain. Not only was 
our commerce ground between two millstones, but thousands 
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of American sailors were dragged from the decks of Ameri- : 


can ships and impressed into the service of a foreign nation. 
In the matter of impressment both France and Great Britain 
were offenders, but the British impressed on so great a scale 
that French impressments were almost unnoticed. In the 
years 1806 and 1807 it is probable that as many as six thou- 
sand American seamen were serving under compulsion in the 
British navy. In 1807 in the name of impressment a British 
man-of-war fired upon the Chesapeake, a vessel of the Ameri- 
can navy, killed three of its men and dragged from its deck 
four native American citizens who were impressed into the 
service of the British. 

Although the Chesapeake affair sent a thrill of indignation 
throughout the entire country neither of the political parties 
demanded that we take up the sword. The Federalists advo- 
cated what Albert Gallatin called “abject and degrading sub- 
mission.” In the section of the country where the Federalists 
were most numerous, that is, in New England and the Middle 
States, the commercial classes would suffer enormous losses 
if the country went to war. For in spite of the rough treatment 
to which it was subjected our foreign trade was. becoming a 
really imposing affair and was growing at a startling rate. 
By 1805 our exports and imports combined had risen to $216, 
000,000 ; two years later the figure was $246,000,000. War with 
England would have meant that overnight this magnificent 
trade would be ruined. Peace or war was in the hands of Jef- 
ferson, for although the power to declare war rests with Con- 
gress, the President by his acts may bring matters to such a 
pass that war is inevitable. Jefferson was bent upon a peaceful 
course. Still believing in a policy of economic warfare (p. 135), 
in December 1807 he prevailed upon Congress to pass the 
Embargo Act. According to this law all American vessels were 
prohibited from sailing to foreign ports; all foreign vessels 
were prohibited from taking out cargoes; and all coasting ves- 
sels were required to give bond to land their cargoes in the 
United States. 


It was Jefferson’s hope that the embargo would inflict so 
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much injury upon the trade of England that she would be 
driven to mend her ways. But in this hope he was disappointed ; 
for while the embargo inflicted considerable loss upon the man- 
ufacturing industries of England, in other directions it was 
a source of actual gain. It was helpful to British shipowners, 
for with no American ships on the ocean they were secure in 
their monopoly of the carrying trade; it was helpful to British 


landowners, because it did away with American competition 


and thus had the effect of increasing the price of their grain; 
and it was helpful to the British navy, for it drove into the 
service of England thousands of American sailors who could 
no longer find employment in their own country. 

While England was injured only a little by Jefferson’s eco- 
nomic warfare, its effect upon the commerce of the United 
States was disastrous. The value of our exports dropped ina 
single year from $108,000,000 to $22,000,000, and our imports 
from $138,000,000 to $56,000,000. Since farmers could not 
sell their products abroad the price of grain fell so low that 
there was no profit in raising it. The supply of foreign mer- 
chandise being cut off the cost of manufactured goods? rose 
as the price of agricultural products fell. But the greatest suf- 
ferers were the sailors and shipowners. McMaster estimates 
that 55,000 sailors and 100,000 mechanics and laborers were 
thrown out of work. The devastating effects of the Embargo 
upon the carrying trade were well enough described by the 
homely verses of a Newburyport poet: 


“Our ships, all in motion, once whitened the ocean, 
They sailed and returned with a cargo; 

Now doomed to decay, they have fallen a prey 

To Jefferson, worms and Embargo.” 


The opposition of the shipping interests to the Embargo 
Act was so powerful that it had to be repealed (March 1809). 
In its place was substituted the Non-Intercourse Act, which 
forbade -all commercial intercourse with France and Great 
Britain and their possessions but restored the right of trade 


1 For the effect of the Embargo upon the manufacturing industries see page 
148. 
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with the rest of the world. That this Act brought great relief 
to the-carrying trade is shown by the fact that in 1810 our 
foreign tonnage rose to 981,000 tons, a mark which was not 
equaled again in any year until 1847. But the Non-Intercourse 
Act did not do away with the grievances against France and 
Great Britain and until these were redressed American com- 
merce could have no freedom. 

In the end this freedom had to be fought for. Madison at 
the beginning of his Presidency in 1809 had reason to hope 
that our Government would be able to settle its troubles with 
both Great Britain and France in an amicable manner, but 
he soon found that neither of those nations was disposed to 
regard our rights. On the contrary the two nations seemed to 
vie with each other in heaping insults upon our Government 
and inflicting injuries upon our vessels. The situation at last 
became so intolerable that the neutral course had to be aban- 
doned; either we must fight England or we must fight France. 
There was almost as much reason for fighting one country as 
the other. But France presented no vulnerable point of attack. 
“War with France,” said one of our statesmen, “is about as 
practicable as war with the moon.” So we directed the at- 
tack against England because it was possible to fight her both 
on the sea and in Canada. Moreover, it was England who was 
the greatest offender in respect to impressments—the matter 
that caused more resentment in America than anything else. 
That the resentment should be strong was no wonder, for in 
I81II it was admitted on the floor of the House of Commons 
that as many as 1600 American citizens had been taken from 
the decks of American vessels and compelled to fight the battles 
of England. 


THE WAR FOR THE FREEDOM OF THE SEAS 


Madison, like Jefferson, was a man of peace and he did not 
want to fight. But, to use the language of his critics, he “was 
kicked into war.” urged on by a militant group in Congress, 
he recommended in June 1812 a declaration of war against 
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Great Britain. Congress promptly responded with a resolu- 
tion declaring that war existed between the United States 
and Great Britain. The causes of the war as recited by Madi- 
son in his message were: (1) violation of our flag on the high 
seas; (2) the confiscation of our ships; (3) the impressment 
of our seamen; (4) the blockade of our ports; (5) the refusal 
of Great Britain to repeal her obnoxious Orders in Council; 
(6) the inciting of Indian disturbances in the Northwest. 
That is, of the causes alleged, all but one revolved around the 
question of the rights of American merchantmen. The War of 


A Man-of-War Bringing in Two Merchantmen as Prizes. 


1812, therefore, was, in a very true sense, a struggle for 
America’s rights on the high seas. 

And it was on the high seas that much of the important 
fighting was done. With the exception of the great fight at 
New Orleans the land battles were minor engagements on the 
frontier. As far as the main body of the nation was concerned 
the war had little military significance; only the “skin of the 
country was scratched.” On the sea the little American navy 
with its twenty-three vessels did some good fighting, but it 
could not of course stand up against the thousand ships that 
made Great Britain the most powerful maritime nation on 
earth. The British, however, had to reckon with our priva- 
teers as well as with our fighting ships; and the damage in- 
flicted upon the commerce of England by the five hundred 
sea-rovers that were fitted out by private enterprise was im- 
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mense. It was not, however, equal to the damage inflicted by 
the British upon the Americans. During the war 1,400 Ameri- 
can merchant vessels were captured and the tonnage of our 
foreign carrying trade was reduced by 100,000 tons. Com- 
pared with the total American tonnage this was not a very 
heavy loss. And it was a loss that at the time seemed less — 
distressing than it actually was owing to the fact that Ameri- 
can shipping after all was hardly in a worse situation during 
the war than it had been for several years before the war 
began. 

The setback to commerce was only temporary. Quickly after 
the return of peace the ocean was again white with Ameri- 
can sails. The ocean trade not only regained its vigor but it 
moved in an atmosphere of freedom. For although the treaty 
which brought peace made no reference to the rights of neu- 
trals, and although Great Britain made no concessions in 
regard to impressment, nevertheless after the Treaty of Ghent 
the nations of Europe .ceased to impress American seamen 
and there was no interference with our commerce. There was 
no need for interference, for with the overthrow of Napoleon 
in June 1815 the war which for more than twenty years had 
been drenching Europe in blood and which had been the 
underlying cause of our commercial woes came definitely to 
an end. So while it may not be strictly accurate to say that 
the War of 1812 and the peace that followed gave us our 
commercial freedom it is nevertheless significant that after 
we had shown that we would fight for that freedom we were 
allowed thenceforth to enjoy it. After 1815 for a hundred 
years our ships on the ocean were unmolested and the rights 
of our sailors were respected. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. What nations were engaged in the conflict that raged during the 
period covered by this chapter? Why were these wars fought? 

2. What is meant by a “neutral nation”? What are the rights of a 
neutral nation? 

3. Compare the position of the United States as a neutral power be- 
tween 1793 and 1812 with its position as a neutral between 1914 and 
IQI7. 
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4. What were the merits of the contention that we should have helped 
France in 1793? 

5. Why is a country engaged in war more dependent upon foreign 
trade than it is in time of peace? 

6. What is meant by “economic warfare”? If a group of large nations 
should declare an economic war against the United States, what proba- 
bly would be the result? 

7. Why is the War of 1812 sometimes called The Second War of 
Independence ? 

8. What effect did the War of 1812 have upon our export trade? 
(Table 6); upon our import trade? 

9. In what years during the first twenty years of the nineteenth cen- 
tury was our export trade larger than our import trade? (Table 6.) 

10. Neutrality and Foreign Trade: Bogart, 120-127. 

11. The Embargo: Channing, 209-223 

12. The Results of the War of 1812: apabeote 187-201. 
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THE RISE OF AMERICAN MANUFACTURES 


When any article of that kind [that is, such as can be made from 
our own raw materials] can be supplied at home upon as low terms as 
those on which it can be imported, a manufacture of our own produce 
ought not by any means to be sacrificed to the interests of foreign trade. 
—Tench Coxe. 


After the War of 1812 we were secure in our commercial freedom, 
but our industrial independence had not yet been won. Immediately after 
the adoption of the Constitution when there was a revival in industry 
as well as in commerce it seemed that the days of our industrial de- 
pendence would soon be over, but after the outbreak of the European 
wars men began to leave the shops and betake themselves to ships, 
where the profits were greater, with the result that commerce was 
fostered at the expense of manufactures. For fifteen years after the 
outbreak of the wars manufacturing industries suffered. Then the 
Embargo came and men left the ships for the shops. Manufactures 
now began to rise and although they struggled against great odds their 
general movement was upward and within twenty years our industrial 
independence was gained. 


UPS AND DOWNS IN THE MANUFACTURING 
INDUSTRIES 


When the nation began its life under its new government 
in 1789 many of its leaders were cherishing high hopes for 
the manufacturing industries. These, as we have learned 
(p. 129), had always been of secondary importance, but it was 
the opinion of Hamilton and others that the time had come 
for distributing the agricultural, manufacturing, and com- 
mercial interests in such a manner that the country would no 
longer be dependent on foreign markets for manufactured 
commodities. In a celebrated report on manufactures made by 
Hamilton in 1791 it was pointed out that seventeen American 
industries had already reached a considerable development. 
The articles mentioned in the report included the manufactures 
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of leather, iron, tools and machinery, textile goods, pottery 
ware, paper, hats, sugar, hardware, carriages, tobacco, and 
gunpowder. It was the desire of Hamilton that these manu- 
factures be encouraged by protective tariffs, by bounties, by 
bringing skilled workmen from abroad at public expense, by 
rewarding inventors, and in every other way possible, and it 
was his belief that such encouragement would build up Ameri- 
can manufactures and place them on an equal footing with 
agriculture and commerce. Hamilton, however, made but little 
headway with his plans; the small duties placed on manufac- 
tured articles by the first tariff act (p. 123) did little toward 
building up American industries. 

Although manufacturers were to a large extent allowed to 
shift for themselves, there were reasons why they should not 
be wholly discouraged. They had at hand an abundance of 
raw materials—wood, wool, leather, hemp, cotton, iron, fuel; 
they had the advantage of the distance of the United States 
from Europe and the consequent advantage of decreased costs 
of transportation, a protection in itself that was estimated to 
be equal to a tariff duty of twenty-five per cent; they could 
rely upon the remarkable inventive genius for which the 
Yankee was famous; they had an almost untouched source of 
wealth in the waterpower furnished by hundreds of swift 
streams. With all these advantages on their side it would seem 
that their success in the industrial field would be assured. But 
in two most important respects they were handicapped; they 
had to pay higher wages than were paid abroad and they did 
not have the advantage of the improved machinery that the 
Industrial Revolution gave to Europe. 

About the time Hamilton made his report it seemed that 
one of these handicaps would be speedily removed, for there 
were indications that the Industrial Revolution was about to 
reach America. In 1789 Samuel Slater, an Englishman who 
had served as an apprentice in Arkwright’s factory (p. 113) 
and who understood the new machinery thoroughly, emigrated 
to America. He would gladly have brought with him drawings 
of ‘the Arkwright machines but he was watched so closely at 
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the English custom-house that he was prevented from smug- 
gling them over. In 1790 he went to Pawtucket in Rhode Is- 
land, where attempts were being made to install the English 
type of textile machines in a cotton factory which was to be 
operated by water power. He offered to-assist in the construc- 
tion of the factory and his offer was accepted. Relying upon 
his memory for the necessary patterns and models he went 
to work and within a few months he had succeeded in build- 
ing a factory equipped with the new machines. The estab- 
lishment of this mill of Slater’s marked the beginning of the 
Industrial Revolution in America. 

The Slater mill had hardly been set up before Eli Whitney 
came forward with his cotton-gin. The highly efficient textile 
machines of Europe were calling for greater and greater sup- 
plies of cotton. The mills of Great Britain alone were con- 
suming more than 20,000,000 pounds a year. Of this only 
a few thousand pounds were imported from the United States, 
the rest coming chiefly from the West Indies or from Egypt. 
Since the slave could endure the heat of the cotton field and 
since the soil of the Southland was suitable for the growth of 
cotton, planters desired to raise it on a large scale. But the 
difficulty of separating the seeds of the cotton from the fiber 
held them back. There was no profit in raising it as long as 
it required a day of a slave’s labor to clean a pound. Inven- 
tion, however, came to the aid of the planter and solved his 
problem. Whitney, who was in Georgia seeking a position as 
a teacher, devised a machine, called a “cotton-gin,” which op- 
erated by one man and a horse could clean more cotton in a 
day than three hundred slaves could clean by hand. Whitney 
did for the planter what Watt and Arkwright did for the 
manufacturer. Next to the steam-engine his cotton-gin was 
the greatest of labor-saving inventions that had yet appeared. 
It affected the economic life of the entire world. It extended 
the area of cotton culture in America and bound the South 
fast to the institution of slavery. It caused the annual produc- 
tion of American cotton to mount from a few thousand bales 
in 1790 to more than 300,000 bales in 1830. It encouraged’ the 
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building of cotton factories in the North. It gave to American 
commerce a new staple article whose value soon exceeded that 
of any other commodity. It supplied the rapidly increasing 
demands of the cotton mills of England. 

The effect of the cotton-gin, however, upon the textile in- 
dustry at home was not immediate. In fourteen years after 
the building of Slater’s mill only four cotton factories were 


The First Cotton Gin. 


established in the United States. This slowness of growth was 
in keeping with conditions that prevailed in other branches of 
industry. For immediately after the outbreak of the Euro- 
pean wars, American manufactures began to decline and the 
prospects that were so bright in 1791 began to fade. The cause 
of the depression is plain enough: capital after 1793 turned 
from manufacturing to the carrying trade, where the profits 
were so alluring. For fifteen years it was vastly more profit- 
able to invest money in a vessel than it was to invest it in a 
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mill. As a result America during these years remained in her 
old-time state of dependence upon foreign countries for a 
supply of manufactured goods. By 1806 china, glass, pottery, 
hardware, cutlery, edged tools, blankets, woolen clothing, 
linens, cotton prints and other articles of daily use were 
coming from Great Britain alone in such quantities that their 
annual value amounted to $35,000,000. Thus whether in war 
or in peace for more than a quarter of a century after we 
gained our independence, our general economic position con- 
tinued to be what it was in colonial times: in agriculture and 
in commerce we held our own and more than our own, but 
in manufactures we were dependent upon the.outside world. 


AMERICAN MANUFACTURES TAKE A NEW START 


In 1808 this condition of industrial dependence began sud- 
denly to change and never again was the old-time order of 
things fully restored; never again did Americans feel that 
their economic welfare depended upon the importation of 
foreign goods. The change was brought about by the Embargo. 
No sooner had that measure destroyed the profits of the car- 
rying trade than capital began to flow toward manufactures 
and give a stimulus to industries whose products had hitherto 
been imported. Some of these industries, it is true, were of 
mushroom growth, yet many of them survived and prospered. 
So we may say that the Embargo marked a turning-point in 
the history of American manufactures. 

Two years after the Embargo, Gallatin, the Secretary of 
the Treasury, submitted to Congress a report on the subject 
of manufactures which showed that overnight they had reached 
a growth that was startling: the value of the annual products 
of manufactures in the United States was estimated to be 
$120,000,000. In this remarkable report we read: 

“The following manufactures are carried on to an extent 
which may be considered adequate to the consumption of the 
United States: Manufactures of wood, or of which wood is 
the principal material; leather and manufactures of leather; 
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soap and tallow candles; refined sugar; coarse earthenware. 
The following branches are firmly established, supplying in 
several instances the greater, and in all a considerable part 
of the consumption of the United States: Iron and the man- 
ufactures of iron; manufactures of cotton, wool, and flax; 
hats; paper; spirituous and malt liquors; several manufactures 
of hemp; gunpowder; window glass; jewelry and clocks; 
several manufactures of lead; straw bonnets and hats.” 

While there was increased activity in almost every branch 
of industry during the years of the Embargo and the War of 
1812, the greatest development was in the textile manufactures. 
In New England the men who had made money in shipping 
—and many of them had grown rich—invested their capital 
in the woolen industry and in cotton mills. At the conclusion 
of peace in 1815 in Connecticut alone there were twenty-five 
woolen factories employing 1,200 operatives. But the greatest 
prosperity was in the cotton mills of New Engiand. Here the 
Industrial Revolution in America began at last to bear fruits. 
The four cotton mills of 1804 had by 1809 increased to sixty- 
two, fifty-eight of which contained the new machinery and 
were operated by water power. The 80,000 spindles of 1808 
had increased by 1815 to 500,000. Of course the consumption 
of cotton increased at a corresponding rate. In 1805 American 
manufacturers had use for only 1,000 bales of cotton; ten years 
later they consumed 90,000 bales, out of which 80,000,000 
yards of cotton goods of various kinds were manufactured. 
Such big figures had never before appeared in the industrial 
statistics of the United States! 

During the war these growing industries had a practical 
monopoly in America, but no sooner did the Treaty of Ghent 
bring peace and restore freedom of trade than they began to 
meet with adversity. As at the close of the Revolution, so 
now England set out to recapture the rich trade which the 
war had caused her to lose. She rushed into the American 
market with great cargoes of goods which had been accumu- 
lating for eight years in her warehouses. In November 1815 
in one day a fleet of twenty English ships laden with muslins, 
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woolen cloth, blankets, and silks sailed into New York harbor. 
Since it was the deliberate purpose of Great Britain to beat 
down competition in America, the English goods were sold 
without regard to cost; or, as we say in these days, they were 
“dumped” upon the market. Often they were disposed of by 
auction. “It was well worth while,” said Lord Brougham, in 
Parliament, in 1816, “to incur a loss upon the first exporta- 
tion, in order, by a glut, to stifle in the cradle those rising 
manufactures in the United States which the war had forced 
into existence, contrary to the natural course of things.’’ Thus 
the rising industries of America were threatened with destruc- 
tion at the hands of the greatest manufacturing and the great- 
est trading nation on earth. 


THE AMERICAN: Ss Yon BMS 


Although American industry was brought almost to a stand- 
still by the fierce competition to which it was exposed, Ameri- 
can manufacturers were not willing to give up without a 
struggle. They appealed to the national sentiment—and this 
was now becoming a powerful element in American life—in 
behalf of American industry, asking for a tariff policy that 
would foster and build up domestic manufactures and defend 
them from the inroads of the foreigner. This country, with 
its eight millions of inhabitants, they said, afforded a market 
—and it was a market that was growing larger every day— 
for goods that could be made at home, and why, they asked, 
should not this home market be made safe for native manu- 
facturers? “Why should not the farmer or the mechanic who 
now wore American boots and an American hat and worked 
with American tools be given an opportunity to supply his 
family and household with cotton shirts and sheeting and 
outer garments, too, of native production? Why should for- 
eign mill-owners be permitted to put our citizens out of em- 
ployment?” Protective tariff duties, said these manufacturers, 
would result in directing American purchasers to counters 
where American-made goods were sold, and they appealed to 
Congress to give them the benefit of such protection, 
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Their appeal was not made in vain. From every section of the 
country there went up petitions to Congress to protect Ameri- 
can industries. Even the South at this time favored a protec- 
tive policy. Its great spokesman, Calhoun, said: “It is the duty 
of this country to encourage its domestic industry. A certain 
encouragement should be extended at least to our woolen and 
cotton manufactures.” He supported protection because he 
believed that the South would presently be developing her 
manufactures along with New England. Accordingly in 1816 
a new tariff bill with protective features was laid before Con- 
gress and was passed without difficulty. A duty of 25 per cent 
was placed on woolen and cotton goods and duties of a pro- 
tective character were laid upon hats, carriages, leather and 
its manufactures, rolled and hammered iron, paper, and sugar. 
Thus the duties were laid with the distinct purpose of pro- 
tecting those manufactures which had been built up during 
the war and which were threatened with destruction by the 
sudden influx of British goods. 

While the tariff of 1816 was deliberately protective in some 
of its features, it did not bring the protection that was de- 
sired. English goods continued to be imported in such quan- 
tities and offered for sale at such low prices that the American 
manufacturers were still unable to meet the ruinous compe- 
tition.t So petitions poured in upon Congress for further pro- 
tection, that is, for higher duties. In 1820 a new tariff. bill 
providing for increased duties was presented but it was op- 
posed by the commercial interests on the ground that it would 
reduce the volume of imported goods and thus interfere with 
the business of merchants dealing in foreign commodities and 
also with the occupation of those engaged in the carrying trade. 


1 Panic of 1819. The heavy importation of European goods was in part responsible 
for the depression known as the panic of 1819. Another cause of the depression 
was bad banking. The State banks having issued a vastly greater volume of 
notes than they were able to redeem and having been forced by the Second 
Bank of the United States—of which more hereafter—to contract their loans, 
reduced their circulation from $100,000,000 in 1817 to $45,000,000 in 1819 
and thus produced a shortage in the currency which prevented the borrow- 
ing of money at the very time it was needed most. The result was panic: 
“Specie payments,’’ says Bogart, ‘“‘were generally suspended, prices fell disastrously, 
failures occurred in every part of the country, industries stopped, and many 
laborers were thrown out of work. A period of readjustment ensued, which 
continued in some parts of the country for three or four years,’ 
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It also was opposed by Southern planters on the ground that 
it would increase the cost of the clothing which they needed 
for their slaves. By a single vote in the Senate the measure 
failed of passage. But the struggle was only deferred. In 
1824 the question came up again when a bill was introduced 
increasing the duties on wool and woolen goods, on hemp, on 
pig iron, and on iron manufactures. This bill was supported 
not as a revenue but as a protective measure and in the debate 
upon it the champions of protection were pitted squarely 
against the champions of a revenue tariff (p. 124). The pro- 
tectionists were led by Henry Clay. “Two classes of politi- 
cians,” he said, “divide the people of the United States. Ac- 
cording to the system of one, the produce of foreign industry 
should be subjected to no other impost than such as may be 
necessary to provide a public revenue; and the produce of 
American industry should be left to sustain itself, if it can, 
with no other than incidental protection. According to the 
system of the other class, whilst they agree that the imports 
should be mainly relied on as a fit and convenient source of 
public revenue, they would so adjust and arrange the duties 
on fabrics, as to afford a gradual but adequate protection to 
American industry, and lessen our dependence on foreign na- 
tions by securing a certain and ultimately a cheaper and bet- 
ter supply of our own wants, from our own abundant re- 
sources. Both classes are equally sincere in their respective 
opinions, equally honest, equally patriotic and desirous of ad- 
vancing the prosperity of the country... . We must speed- 
ily adopt a genuine American policy. Still cherishing the for- 
eign market let us create a home market to give further 
scope to the consumption of the products of American indus- 
try. The creation of a home market is not only necessary to 
procure for our agriculture a just reward for its labors, but 
it is indispensable to obtain a supply for our necessary wants. 
If we cannot sell we cannot buy.” 

The measure was opposed by Daniel Webster, who spoke 
for the importers and the shipowners, who regarded them- 
selves as hampered rather than helped by the tariff, “There is 
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no foundation,” said Webster, “for the distinction which at- 
tributes to certain employments the peculiar appellation of 
American industry; and it is, in my judgment, extremely un- 
wise to attempt such discrimination. . . . Let it be remem- 
bered that our shipping employed in foreign commerce has at 
this moment not the shadow of government protection. It 
goes abroad upon the wide seas to make its own way, and 
earn its own bread in a professed competition with the whole 
world. Its resources are its own frugality, its own skill, its 
own enterprise. This right arm of the nation’s safety, strength- 
ens its own muscles by its own efforts and by unwearied ex- 
ertion in its own defense becomes strong for the defense of 
the country.” The bill was also opposed by some Southern rep- 
resentatives on constitutional grounds, their argument being 
that the power to impose taxes and duties was given to Con- 
gress for the purpose of raising revenue, not for the purpose 
of protection. The protectionists carried the day; the bill 
was passed, although the vote was close. 

The vote revealed what a vote on a tariff bill has always 
revealed from the beginning of our history even to the present 
day, namely, that a member of Congress is apt to support a 
measure that protects the economic interests of his own con- 
stituents and oppose a measure that runs counter to those in- 
terests. Upon this tariff of 1824 there were in the House of 
Representatives 16 votes from New England in favor of the 
bill and 23 votes against it, thus making it clear that this 
section, taken as a whole, still regarded its commercial inter- 
ests as being of greater importance than its manufactures. 
From the section of the Union which comprised the Middle 
States and those of the Ohio Valley (nine States in all) there 
were 86 votes for the bill and only 9 against it. Here the 
vote was of especial significance. Not only the Middle States 
were turning toward manufactures, but the new States be- 
yond the mountains were establishing industries of various 
kinds, and manufacturers in these nine States joined hands 
with farmers in supporting Clay’s American system, the man- 
ufacturers believing that it would protect them from foreign 
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competition and the farmers believing that it would result in 
building up at their doors a market for their products. From 
the South there were 70 votes against the bill and only 6 in 
its favor. Southern planters, no longer cherishing hopes that 
manufactures would be established in the South, had by 1824 
come to believe that their chief interest lay in the cotton which 
they sold abroad and they feared that they might lose this mar- 
ket if we should cease to buy manufactures from abroad. So 
the members of Congress from the South joined with the com- 
mercial classes of New England and opposed the bill. In view 
of the really important manufacturing interests of New Eng- 
land this was a strange alignment of forces, so strange in- 
deed that it evoked the sarcasm of John Randolph: “The mer- 
chants and manufacturers of Massachusetts, New Hampshire, 
the province of Maine and Sagadahock, repel this bill, whilst 
men in hunting-shirts, with deer-skin leggings and moccasins 
on their feet want ‘protection for manufactures.’ ” 

But Randolph soon learned that New England would not 
always stand with the South in opposing Clay’s American 
system. For the industries of that section continued to flourish 
and it was not long before the manufacturers of Massachusetts 
and New Hampshire were as strong for a protective tariff as 
any class of men in the country. Soon even Webster himself 
turned right about face on the tariff question and declared that 
New England had accepted the protective system as the es- 
tablished policy of government and had built up her manufac- 
turing interests on that basis. What took place in New England 
occurred in all parts of the country except in the South: the 
protective system as it was propounded by Clay and as its 
principles were embodied in the tariff of 1824 found favor 
in the eyes of the American people. The system again and 
again was fiercely attacked, and now and then the supporters of 
a revenue tariff would win a small victory, but as the years 
passed the protective principle gained strength until at last 
its triumph was complete. 
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QUESTIONS, DISCUSSIONS AND REFERENCES 


1. When there is a tariff on wool and also a tariff on woolen goods 
what conflict of interests is likely to arise? 

2. What is meant by “infant industries”? What effect has a tariff 
upon such industries? ’ 

a Point out the difference between the tariff act of 1789 and that of 
1824. 

4. What was the argument in favor of Clay’s “American System”? 
What was the argument against it? 

5. Give reasons why the shoe industry, the furniture industry, and the 
ship-building industry were in the early years of our history likely to 
flourish, tariff or no tariff. 

6. What was the value of our imports in 1807? In 1811? (Table 6.) 
How do you account for the decrease? 

7. What was the effect of the earlier tariffs upom our import trade? 
(Table 6.) What was the effect of the tariff 1824? 

8. Introduction of Manufactures: Bogart, 148-158. 

g. The Tariff of 1824: Turner, 236-244; Van Metre, 254-256. 

10. The Rise of Manufacturing: Van Metre, 228-230, 

It. Panic of 1819: Van Metre, 245-246, 251. 


XIV 


CHEAP LANDS, THE WEST, AND SLAVERY 


The public lands are the richest inheritance ever bestowed by a 
bountiful creator upon any national community. All the mines of gold, 
all silver and precious stones on the face or in the bowels of the globe 
are. in value compared to them but the dust in the balance-—John 
Quincy Adams. 


At the time our statesmen were debating the tariff of 1824 and dis- 
cussing the relative merits of commerce and manufactures they knew 
that the most important interests of the country lay neither in the ships 
that were sent out to sea nor in the factories on the seaboard. They 
could see that the destinies of the nation were being shaped in the 
giant young West that was rising beyond the Alleghanies. For after 
peace came with the Treaty of Ghent, the very existence of Europe 
was almost forgotten and the minds of the people were turned tothe 
great West, where in a few short years a region vast enough for a 
powerful empire emerged from a wilderness and became the home of 
millions of civilized men. 


LAND ACCESSIONS THE, LAN DUPOLICY 


Although the East throbbed with industrial and commercial 
progress during the years that followed the War of 1812, the 
most important factor in the economic life of the nation was 
the country beyond the mountains, where countless millions 
of acres of cheap. land were awaiting the axe and the plow 


tana. Of the pioneer. The heritage of unoccupied land with which 
Acces- . : . o : 
alone the nation began its existence (p. 109) was quickly increased 


by two enormous accessions. First came (in 1803) the pur- 
chase of Louisiana, which doubled the area of the country and 
added about 750,000,000 acres to the public domain. Then 
(1819-1821) East and West Florida—an area of nearly 4o,- 
000,000 acres—was purchased from Spain. The public domain 
was now an estate vastly greater than any other nation had 
ever possessed, and its value was beyond the power of the 
human mind to determine. 
156 
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On this western domain the broad economic foundations of 
the country were laid. An inexhaustible supply of good tillable 
land meant that the United States was to be an agricultural 
nation. But was it to be a nation of large and powerful land- 
holders or was it to be a nation of small farmers? Would 
America in the national period continue to mean what it had 
always meant—opportunity for the common man, or would 
it mean opportunity only for the chosen few? The answer to 
this question had to be given by Congress, for the public lands 
were at the disposal of that body. At first Congress adopted 
a policy which, if it had been adhered to, would have created 
a nation of large landholders. This policy was to sell only in 
very large tracts. For example, in 1781 the Congress of the 
Confederation sold 5,000,000 acres in the Ohio Country to 
the Ohio Company, while seven years later it sold 3,000,000 
acres to John Cleves Symmes. By disposing of the lands in 
large tracts, it was hoped that the government would in a 
few years obtain enough money to pay its debts. The early 
system favored the wealthy and opened the door to specu- 
lators and land-jobbers. Moreover, after a great tract had 
falien into the hands of a corporation or other private owner, 
settlers could not buy land at a fair price. 

The early system was bad not only for the reason that it 
was contrary to the interests of the common man and to the 
spirit of democracy, but because in its workings it proved to 
be a positive hindrance to the development of the western 
country. Pioneers would not go out into the wilderness and 
clear up land unless they were to be its owners. So the early 
system had to be abandoned and a more liberal policy adopted. 
In 1800 Congress, regarding chiefly the interests of actual 
settlers, passed a law that made it much easier for a poor man 
to secure possession of a portion of the public domain. Under 
this law a person could purchase a half-section of land—32o0 
acres—at two dollars an acre and pay for it in four yearly 
installments. In 1820 Congress, carrying its liberal policy 
even further, reduced the price to $1.25 an acre and pro- 
vided that lots as small as eighty acres might be purchased, 
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thus making it possible for almost anybody, even the poorest, 
to become the owner of a little farm. In a Treasury Report of 
1832 it was officially declared that an ordinary laborer could 
save in a year enough money to purchase 80 acres of land, 
while a mechanic could save enough in six months. 

Not only was it easy to get land in a regular legal way 
by formal purchase, but there arose the practice of allowing 
the pioneer to take possession of unoccupied land without legal 
right. When the time came for such a piece of land to be sold, 
the “squatter” who had settled down on the land was given 
the first right to buy it, the preference which he enjoyed being 
called the “right of preémption.”’ Several laws defining the 
right of preémption were passed, but in all cases the substance 
of the right was virtually this: Any citizen could preempt 
a certain amount of unoccupied land (40 acres was the amount 
after 1832) simply by residing on it and cultivating a part of 
it. When these two conditions were fulfilled he was given a 
certain number of years in which to pay for the land and 
during that term of years he held his little tract against all 
comers. Thus the practice of preémption permitted a man to 
get possession of a little farm without making any cash pay- 
ment and without any formality whatever, and to pay for it 
afterwards. 

In this liberal land policy adopted by Congress during the 
formative period of the nation we find the secret not only of 
America’s economic growth but of its social organization. The 
selling of the public land at a nominal price made us a na- 
tion of small landholders. In every part of the country men’s 
thoughts revolved around the subject of land. ‘‘The possses- 
sion of land,” said Harriet Martineau, “is the aim of all ac- 
tions, generally speaking, and the cure for all social evils 
among men in the United States. If a man is disappointed in 
politics or love he goes and buys land. If he disgraces himself, 
he betakes himself to a lot in the West. If the demand for any 
article of manufacture slackens, the operatives drop into the 
unsettled lands. If a citizen’s neighbors rise above him in 
the town he betakes himself where he can be menarch of all 
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he surveys. An artisan works that he may die on land of his 
own. He is frugal that he may enable his son to be a land- 
owner.” 


FREE GOVERNMiNT AND FREE TRADE 


The settlers on the public domain could not only secure 
their land for a trifling sum but they could enjoy the blessings 
of free government. For the policy of Congress was as liberal 
in respect to the political interests of the West as it was in 
respect to the disposition of the public lands. In 1787 the 
Congress of the Confederation passed a law—usually known 
as the Ordinance of 1787—setting forth the manner in which 
new communities in the Ohio Country should be governed. 
This famous law provided that when the population of a new 
community should reach 60,000 it should be admitted into the 
Union on an equal footing with the original States in all 
respects. 

This provision of the Ordinance was of profound signifi- 
cance. It meant that the settler could go forth with cheerful 
heart and conquer the wilderness, confident that the society 
which would grow up around him would in good time receive 
the precious boon of self-government. The Ordinance thus 
had a double significance: it laid the corner-stone of the po- 
litical organization of a series of States that was to extend 
from the Alleghanies to the Pacific, and it responded to the 
democratic aspirations of the Western people. “The Ordi- 
nance of 1787,” says James Schuler, “deserves to rank among 
immortal parchments both fer what it accomplished and what 
it inspired. Nor would it be wild hyperbole to opine that save 
for the adoption and unflinching execution of that ordinance 
by Congress in early times, the American Union would ere 
today have found a grave.” 

The policy of giving statehood to the western communities 
had an economic significance quite as important as its po- 
litical significance. For the people of a new State enjoyed 
the benefts that came with the commerce clause of the Con- 
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stitution (p. 122); they could trade freely with the people 
of all other States. The effect of the policy, therefore, was to 
extend the principle of free trade to every portion of the 
country. As the nation expanded, the area of free trade ex- 
panded until at last the United States became a vast theater 
of commercial activity throughout the whole extent of which 
men in matters of trade stood upon an equal footing. 


THE RISING WEST 


The Ordinance of 1787 was framed to. meet the political 
needs of the region that lay north of the Ohio River, but its 
vital principle, the conferring of statehood upoh new com- 
munities, was applied in the case of Kentucky, which by the 
census of 1790 showed a population of nearly 75,000, Here 
was a community that deemed itself worthy of statehood. It 
was so deemed by Congress and in 1792 was admitted into 
the Union as a State. Four years later Tennessee was ad- 
mitted. Thus out of the wild country south of the Ohio there 
arose two self-governing commonwealths that were soon hold- 
ing their heads as high as the oldest and proudest of their 
sisters. And rapidly did more of such commonwealths rise 
out of the wilderness, both north and south of the Ohio. In 
1803 the Territory Northwest of the Ohio was admitted under 
the Ordinance as the State of Ohio. From Ohio the wave of 
settlement passed on to Indiana, which by 1816 was ready 
for statehood. Three years later Illinois was ready. By 1812 
Louisiana had been carved out of the Great Purchase and 
made a State. By 1819 both Mississippi and Alabama had 
joined the Union and by 1821 the frontier line had been 
pushed out into the lands beyond the Mississippi, and Mis- 
souri had been erected into a State. Thus in less than thirty 
years nine western communities were organized as States. 

All this meant that home-seekers were pouring into the 
western country in tremendous numbers and that a stupendous 
development was under way. The tide of settlers, as we have 
already learned, began to flow strong at the close of the 
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Reyolution. After land was made cheap in 1800, pioneers be- 
gan to go out in still greater numbers and within twenty years 
the population of the country beyond the Alleghanies was in- 
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creased by nearly two millions. In the brief span that meas- 
ures the interval between infancy and manhood nearly half a 
million of square miles of territory was rescued from bar- 
barism and from the dominion of wild beasts and brought 
under the influence of American civilization. In the North- 
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west, forests and swamps vanished from sight and in their 
places there appeared smiling fields of wheat and corn. In 
the Southwest, too, forests and swamps disappeared, and to 
match the kingdom of wheat and corn that was rising in Ohio 
and Indiana and Illinois there arose in Louisiana and Ala- 
bama and Mississippi a kingdom of cotton and sugar. Never 
before in all history had there been such a marvelous economic 
development in such a short space of time. 


a The stream of migration to the West never ceased to flow, 
prea for the lure of cheap land was always there, but the number 


of home-seekers varied with changes in economic conditions. 
Broadly speaking, when times were good in the older sections 
of the country the rush to the West was not so great, but 
hard times in the older sections stimulated the migration. Thus 
as Jong as the country during the period of the European wars 
enjoyed prosperity (p. 134), emigration to the West was to 
some extent held back, but during the period of depression 
that came with the Embargo the Westward movement was ac- 
celerated and emigration assumed a volume never before 
: known. The period of hard times that followed the War of 
1812 was also the cause of an unusual rush to the West. 
“Burdened with taxation,” says McMaster, “deprived on a 
sudden of all means of support, in debt and liable at any 
moment to be imprisoned for being in debt, farmers, artisans, 
mechanics, tradesmen who had long been held on the sea- 
board by the flush times which preceded the war, now sold 
their possessions for whatever they could get and quitting the 
Atlantic States forever hurried away to find new homes along 
the shores of the Great Lakes or on the eastern slope of the 
Mississippi Valley.” The road through New York was de- 
scribed as being thronged with “flitting families from the 
eastern States.” On the turnpike to Pittsburgh a keeper of a 
toll-gate courted between March and December, 1817, two 
thousand families on their way to the West. The whole number 
of westward-bound emigrants passing through the gate during 
the same time was sixteen thousand. So large in volume did 
the migration become and so visible were its effects in the 
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older States that in some places in the East there was alarm; 
it seemed that the seaboard communities would be depopulated. 

But there was no need for alarm. Hardly had the Ameri- 
cans left their old homes in the East before their places were 
taken by foreigners. For at the close of the European wars 
the desolation wrought by contending armies, industrial un- 
employment, and heavy taxes caused so much distress that 
thousands of Englishmen and Irishmen left the Old World 
to seek a living in the New. From Belfast and Dublin and 
Bristol and London came ship-load after ship-load of car- 
penters and masons and weavers and blacksmiths. There 
was as yet no official counting of immigrants, but it is prob- 
able that between 1783 and 1820 the whole number of for- 
eigners who came to America numbered about 250,000. Many 
thousands of these landed during the very years in which na- 
tive Americans in such numbers were leaving their old homes 
in the East. During the four years 1816-19 nearly one hundred 
thousand immigrants from Great Britain alone arrived in 
the United States. In the single year 1819 the number was 
nearly 35,000. Most of the newcomers landed in Boston, New 
York, and Philadelphia, and it was in these cities they took up 
their abode. Thus, while native Americans were leaving the 
older States and filling up the West, foreigners were swell- 
ing the population of the towns and cities along the seaboard. 


SMALL FARMS; COTTON GROWING AND SLAVERY 


The migration in the first years of the nineteenth century 
was chiefly to the Old Northwest, which after the land prices 
were lowered in 1800 filled up as if by magic. At first the 
settlers poured into this region from the South, especially 
from North Carolina and Virginia. But these Southerners did 
not as a rule belong to the slaveholding class. The Ordinance 
of 1787 prohibited slavery in the Northwest Territory and 
thus “impressed on the soil itself, while yet a wilderness, an 
incapacity to sustain any other than freemen.” The Southern 
stock, therefore, in the Northwest belonged chiefly to the 
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class of small landholders. And this was the class that in the 
end took possession of the region and gave direction to the 
course of its development. For the Southerners were soon 
outnumbered by settlers who moved out from New England, 
New York, and Pennsylvania, and these were men whose 
chief desire was to own and till a little farm. They were not 
men who would work for wages. Great estates, therefore, in 
the Northwest—in Ohio, Indiana, Illinois, Michigan—were 
impossible, for where there were no slaves and no large class 
of wage-workers, the size of a farm was apt to be limited to 
the number of acres that could be tilled by the settler him- 
self, or by himself and his sons. Thus through economic ne- 
cessity the Northwest became a region of small farms and 
free labor. 

It was not thus in the South and Southwest—in Alabama 
and Mississippi and Louisiana and Arkansas and Missouri. 
Here land was as cheap as it was in the Northwest, but it 
was land that was more suitable for the growing of cotton 
than it was for the growing of grain. So it was taken up by 
settlers who after the invention of Whitney’s cotton-gin moved 
out from South Carolina and-Georgia, first to the uplands of 
the Southern States and thence to the plains that border upon 
the Gulf of Mexico. The cotton lands could very well have 
been cultivated by the labor of whites and there were many 
white men in the South who were ready and anxious to take 
up little farms and begin to raise cotton by the labor of their 
own hands. But the white man would not labor in the cotton 
field for wages; he must own the land he tilled. Therefore if 
the cotton was to be raised on small farms by white labor it 
would have to be produced on a small scale. If there was large- 
scale production there must be slave labor and the large plan- 
tation. Accordingly there was a struggle between the planter 
and the small farmer for the possession of the best cotton 
lands, just as in colonial times there had been a similar strug- 
gle for the possession of the best tobacco lands (p. 79). And 
as in colonial times economic conditions favored production of 
tobacco on a large scale, so now they favored the large-scale 
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production of cotton. So in the struggle for the cotton lands 
the planter won. “He was able,” says Callender, “to pay 
more for the land than it was worth to the farmer and was 
able to induce the latter to sell out his holdings and move away 
to a district where no cotton was grown and where there was 
no slavery. When the farmer did not do this, he bought slaves 
and became a planter himself. In either case it represented a 
supplanting of free labor by slavery in the cotton fields.” + Thus 
through the operation of economic law all that portion of the 
South which had a soil suitable for the growing of cotton be- 
came a vast scene of plantations tilled by slaves. 

The small farmers of the North carrying with them a sys- 
tem of free labor and the planters with their-slaves continued 
to advance upon the West in parallel columns until about 1820 
when the question of slavery extension arose. In 1819 while 
Congress was considering a bill for the admission of Mis- 
souri a member proposed an amendment to the bill providing 
that further introduction of slavery into the new State should 
be prohibited. The amendment alarmed the planters for they 
were already crossing the Mississippi with their. slaves and 
they wished to continue to cross with «them. Under their 
methods of tillage they found it profitable to “butcher the 
land” (as in colonial days) by cultivating it until it was 
exhausted and then to take their slaves and put them to work 
upon virgin soil. But now at a time when much of the best 
land east of the Mississippi was already approaching a state 
of exhaustion it was proposed that their westward advance 
should be checked! Against such a proposition they hurled the 
full measure of their strength. But in the North there was a 
strong sentiment in favor of checking the further advance of 
slavery. Small farmers and mechanics and tradesmen resisted 
the extension for social and industrial reasons. They felt that 
they and their children had a share in the lands of the West, 
and if one day they should go out to claim their little pieces of 
land they did not relish the thought of working side by side 
with slaves or of having as neighbors proud slave-holders who 


1G, S, Callender, Economic History of the United States, p. 739. 
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would look down upon them as ordinary people and treat them 
as poor whites in the South were usually treated. So in Congress 
the Missouri question gave rise to a debate that was marked by 
much intensity of passion. One member from the South, 
looking at the member who had offered the amendment pro- 
hibiting slavery in the new State, exclaimed: “You have kin- 
dled a fire which all the waters of the ocean cannot put out, 
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The Result of the Missouri Compromise. 


which seas gf blood can only extinguish.” The momentous 
question was at last settled by a compromise. The question 
of admitting Missouri having become entangled with the 
question of admitting Maine, the long and angry debate was 
at last brought to an end by agreeing to admit Maine as a 
free State and Missouri as a slave State, while in all the 
rest of the territory possessed by the United States west of 
the Mississippi and north of the parallel of 36° 30’ slavery 
was to be forever prohibited. This solution of the controversy 
was probably as practical and as fair as any that could have 
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been made. For at the time it was made the line which sep- 
arated slavery from freedom was Mason and Dixon’s Line and 
the Ohio River. The establishing of parallel 36° 30’, there- 
fore, as the boundary line between slave territory and free 
territory was only extending westward a line of demarcation 
that already existed. 

Nevertheless the Missouri Compromise brought satisfac- 
tion neither to the North nor to the South. It was on its face 
a Southern measure, and the immediate advantage was with 
the South, for it gave that section an additional slave State at 
once, while another (Arkansas) would almost certainly be 
admitted in a very short time. Yet in the end the South would 
lose by the compromise, for south of 36° 30’ there was room 
for only two or three States, while north of the line there was 
room for seven or eight; and according to the strict terms of 
the compromise, there might be free States even south of the 
line. Far-sighted men had little hope that the compromise 
would prove to be a permanent settlement of the slavery ques- 
tion; yet in spite of many misgivings it was accepted by all 
sections as a basis upon which slavery and freedom might 
henceforth live together in peace, and good citizens every- 
where made it the rule of their lives to forget the slavery 
question and lull it to sleep whenever it cried out. For nearly 
thirty years the question slumbered. 


OUBRSTIONS: DISCUSSIONS AND REFERENCES 


1. How much per acre did we pay for the land included in the 
Louisiana Purchase? For that included in the Florida Purchase? For 
that acquired by the treaty of Guadalupe? For that included in the 
Gadsden Purchase? For that acquired by the purchase of Alaska? 
(See Table 1.) ; 

2. Name the States that were admitted and the Territories that were 
formed between 1790 and 1821. (Table 2.) In what did the economic 
resources of each of these States and Territories consist? 

3. Taking Table 2 as a guide, where was the frontier line in 1821? 

4. Suppose American agriculture had been organized on a system of 
large scale production, what economic results would probably have 
followed? What would have been the social results upon the actual tillers 
of the soil? . 

5. Point out some of the beneficial effects of our land policy. 

6. “Cheap land was the farmer’s tariff.” Explain, 
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7. Colonization of the West (1820-1830): Turner, 67-83. 
8. The Westward Movement: Bogart, 190-203. 

9. Slavery and the Slave-Trade: Channing, 100-110. 

10. Settlement of the Old Southwest: Faulkner, 201-205. 
11. The Cotton Kingdom: Paxson, 200-211. 
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TRANSPORTATION AND THE RISE OF INLAND 
TRADE 


For my part I wish sincerely that every door to the territory west of 
us may be set wide open that the commercial intercourse may be rendered 
as free and easy as possible. This, in my judgment, is the best if not the 
only cement that can bind the people to us for any length of time— 
George Washington. 


The developments described in the last chapter called for a correspond- 
ing development in the transportation facilities of the nation. The East 
and the West were separated by barriers of nature that made profitable 
trade between the two. sections impossible, and until these barriers were 
removed there could be no economic growth of a national character. So 
statesmen and business men took up the task of linking the East and 
West together by a system of roads and canals with the result that it 
was not very long before the means of communication had been so 
greatly improved that all sections of the country could trade with 
each other. 


EARLY TRANSPORTATION CONDITIONS 


The greatest obstacle to the development of the resources 
of the West was the lack of transportation facilities. The 
hard conditions of travel that awaited the pioneer were fore- 
shadowed on his journey to the land beyond the mountains. 
There were no good roads on which the journey could be 
made, although by 1800 there were several well-defined routes 
which led to the wilds of the Northwest; for in 1800, except 
for a fringe of settlements along the Ohio River, the North- 
west was still a wilderness. Settlers going out from New Eng- 
land could make their way up the Mohawk Valley and along 
the Genesee road to Lake Erie. Those moving through Penn- 
sylvania could follow the old Forbes Road, which during the 
French and Indian War had been cut through from Phila- 


delphia to Pittsburgh. At this frontier town, which was now 
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becoming a prosperous center of trade, the pioneer could place 
his goods on a flat-boat and make his way by water to the 
Ohio Valley. Emigrants starting from Baltimore could follow 
a turnpike to Cumberland, Maryland, where they struck out 
across the mountains, going either to Pittsburgh or Wheeling. 

Whatever route the pioneer took, he found the journey long, 
toilsome, and beset with hardships and dangers. At first, it is 
true, he generally had a turnpike + upon which he could travel 
with some comfort and ease. After the turnpike was left the 
roads became execrable. Their badness was very well de- 
scribed by one who traveted through New Jersey in 1810: 
“We yesterday travell’d the worst road you can imagine— 
over mountains & thro’ vallies—We have not I believe, had 
20 rods of level ground the whole day—and the road some 
part of it so intolerable bad on every account, so rocky & so 
gullied, as to be almost impassable—15 miles this side of 
Morristown, we cross’d a mountain call’d Schyler or some- 
thing like it. ... After we left Mansfield, we cross’d the 
longest hills, and the worst road, | ever saw—two or three 
times after riding a little distance on turnpike, we found it 
fenced across & were oblig’d to turn into a wood where it 
was almost impossible to proceed—large trees were across, 
not the road for there was none, but the only place we could 
possibly ride—It appear’d to me, we had come to an end of 
the habitable part of the globe.” 

When the settler reached the western country he found 
that his transportation troubles had only begun. For beyond 
the Alleghanies there were no roads at all, good or bad. There 
were trails made by Indians and buffaloes, but these were so 
narrow and so difficult that a vehicle could not move along 
them. If the settler’s farm was on the bank of a navigable 
stream he could use it for some of the purposes of transporta- 


*A turnpike was an improved highway constructed by private ‘enterprise and 
supported by tolls collected from the persons who used it. As early as 1797 
Philadelphia and Lancaster were connected by a turnpike which was paved with 
stone all the way and overlaid with gravel. The success of this road led to the 
building of turnpikes in other sections and the work was carried on so rapidly 
that by 1810 hundreds of turnpikes had been constructed, most of them being 
in Pennsylvania, New York, and New England. Of all the turnpikes the most 
imvortant was the National Road (p. 175). 


TRANSPORTATION AND INLAND TRADE 171 


tion. But in the early days not even the rivers could be used 
to the best advantage, for there were no boats that could carry 
heavy burdens and at the same time move swiftly and easily 
in narrow streams. Water transportation was confined chiefly 
to the clumsy flatboat, whose movement depended upon the 
current of the stream in which it floated. A farmer in Ohio 
and Kentucky could carry his grain and pork down the Mis- 
sissippi in a flat-boat, but it took four weeks to make the jour- 
ney from St. Louis to New Orleans in such a craft. At the 
end of the trip, the boat had to be broken up and sold for 
lumber or it had to be abandoned, for it could not be floated 
upstream. The owner of the boat had to make his way back 
to his home by some overland route. 

This lack of transportation was a great economic drawback. 
The settlers, cut off as they were from easy communication 
with the rest of the world, could not find a market for their 
surplus grain nor could they easily obtain supplies in the 
form of manufactured goods. As a result they were thrown 
upon their own resources and compelled to supply their own 
wants as best they could. The pioneer farmer built his own 
house, made his own plows and harness, his own bedsteads, 
chairs, and tables. He dressed himself with skins of his own 
tanning or with garments woven by his wife and daughters. 
Since he could not market his products, money seldom passed 
through his hands. His farming, therefore, could hardly be 
called an economic enterprise; it was simply a method of liv- 
ing. He led an independent life but it was an isolated life. 


STEAMBOATS AND THE NATIONAL ROAD 


This isolation did not continue long. At the opening of the 
nineteenth century the lives of the pioneers began to be stirred 
by the throbbing of steamboats, which were making their ap- 
pearance upon Western waters. Four years after Fulton made 
his memorable trip on the Hudson River with the Clermont, a 
steamboat which was launched at Pittsburgh (in 1811) de- 
scended the Ohio and the Mississippi, and five years later 
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one ascended these rivers from New Orleans to Louisville. 
Here was a craft that could carry large cargoes and at the 
same time make good speed. Its possibilities for usefulness 
were almost immeasurable, for in the Mississippi Valley were 
many thousands of miles of navigable streams in which it 
could ply, carrying the products of the farm and goods of 
every description. As soon as its success was fully demon- 
strated, steamboat building in the West was begun in earnest 
and carried forward with feverish activity. By 1825 there were 
probably 125 steamboats plying on the waters of the Missis- 
sippi and Ohio. 

The effect of the steamboat in the West was to draw trade 
toward the Gulf ports. If the farmer in the Ohio Valley sent 
his grain by land over the mountains to the Atlantic seaboard, 
the cost of transportation ate up the proceeds. If on the other 
hand he shipped it by steamboat to New Orleans he received 
a price sufficient to pay the freight and still leave a profit. 
So it was as natural for the Western trade to be deflected 
from the East and to be drawn toward the South as it was 
for water to run down hill. And it was just as natural that 
New Orleans should become the most important outlet for 
the products of the Mississippi Valley. Between 1810 and 
1820 the trade of this city increased fourfold and the census 
of 1820 showed that it was growing faster than either Phila- 
delphia or New York. 

Here were trade conditions that disturbed the minds of 
statesmen and that threatened the interests of the business 
men in the East. Statesmen saw that the situation was fraught 
with political danger. If ‘trade should continue to flow away 
from the East, the Western people might become imbued with 
a sectional spirit, as Washington feared that they might, and 
this sectionalism might lead to the dismemberment of the 
Union. The business man, viewing the situation from an eco- 
nomic standpoint, perceived that if the farmers of the West 
should continue to trade only with the South, the commercial 
loss to the East would be disastrous. So the merchants and 
manufacturers of the East and the statesmen of the whole 
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country were interested in establishing easier means of com- 
munication between the East and the West. 

How was this transportation problem to be solved? How 
were the East and the West to be linked together? This ques- 
tion was becoming important even before the steamboat ap- 
peared in the West. In 1808 the Secretary of the Treasury, 
Albert Gallatin, at the request of Congress, made a report on 
internal improvements. It was his view that roads and canals 
might be constructed and watercourses improved at the ex- 
pense of the national treasury, and in his report he outlined 
a complete national system of roads and canals and recom- 
mended that the Congress appropriate $20,000,000 to meet the 
expenses of construction. But his scheme had to be indefinitely 
postponed because the Embargo had caused such a reduction 
of the federal revenue that there were no funds in the Treas- 
ury. Eight years after Gallatin’s report was made, Calhoun, 
believing that it was the duty of Congress “to bind the Re- 
public together with a perfect system of roads and canals,” 
brought in a bill providing funds to be used for internal im- 
provements, that is, for the improvement of transportation 
agencies. His bill was passed but it was vetoed by President 
Madison on the ground that Congress had no power under the 
Constitution to make the kind of improvements proposed by 
the measure. This veto of Madison’s sounded the doom of 
the movement for the making of internal improvements at the 
expense of the federal government. Bills for this purpose 
were brought up again and again, but their advocates met 
with but little success. Some appropriations, it is true, were 
secured from time to time, but the sums were never great in 
amount and no big, broad policy of internal improvements 
under national authority was adopted. 

The movement for making internal improvements at the 
expense of the national government having met with but little 
success, it became necessary to turn to the States for aid. 
Here the response was more encouraging. A State as a rule 
was willing enough to receive appropriations from the national 
treasury, but it preferred to dig its own canals and construct 
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its own highways. It could engage in work of this kind with- 
out any constitutional obstacles, for in most of the State con- 
stitutions adopted during this period express permission was 
given to the legislatures” to encourage internal improvements 
within the State.” Moreover, the State could finance great 
enterprises successfully, for its credit enabled it to borrow 
money in large sums. Accordingly it was fitting that the State 
should lend a hand in the work of internal improvements, and 
when the demand for such improvements became urgent it 


A Conestoga Wagon. 


stepped forward and furnished aid in a whole-hearted manner. 
The magnitude of the work of internal improvements under- 
taken by the States is shown by the amount of money which 
they spent. Between 1820 and 1838 upwards of $100,000,000 
were contributed by the States for the construction of high- 
ways, canals, and railroads. By. far the greater part of this 
money was given by New York, Pennsylvania, Maryland, 
Ohio, Indiana, and Illinois, the States that had the greatest 
interest in the improvement of the means:of communication 
between the East and the West. 

Although the burden of making internal improvements was 
borne chiefly by the States, the federal government neverthe- 
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less did one thing that was of great service to the cause of 
transportation. This was the building of the National Road. 
When Ohio was admitted into the Union (in 1803), Congress 
promised to take a part of the money received for public lands 
in the new State and use it for building a road over the Alle- 
ghanies. The promise was kept, and by 1818 a great national 
road had been built from Cumberland, in Maryland, to Wheel- 
ing, then in Virginia. From first to last Congress spent nearly 
$7,000,000 on the National Road, and it was money well 
spent. On the smooth bed of the new highway travelers could 
move with considerable ease and comfort, and goods could be 
carried over the mountains at half the cost at which they were 
carried before. The road was no sooner completed than a 
stream of traffic began to move over it. Passenger coaches 
moved along at the rate of eight or ten miles an hour and 
wagons drawn by six or eight powerful Conestoga horses car- 
ried loads that sometimes weighed as much as eight or ten 
tons. 


CANALS AND EARLY RAILROADS 


The construction of the National Road was brought about 
largely by the influence of Baltimore merchants who had an 
eye for the Western trade. But the merchants of New York 
City also had an eye for this trade. Moreover, they did not like 
what was going on in the western part of their own State. 
They saw that much of the wheat and flour of that section 
was finding its way down the Susquehanna to Baltimore and 
was building up the trade of that city. It was necessary, there- 
fore, that they bestir themselves and establish better com- 
munications with the Western country. In order to solve their 
transportation problem they turned to the canal instead of to 
the highway. The choice was wise, not only because goods 
could be moved more cheaply over water than they could be 
over roads, but also because geographical conditions were in fa- 
vor of the canal. Through central New York from east to west 
‘was everything needful for a cross-country waterway of 363 
miles: a deep river leading northward from one of the first 
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ports in the land, a tributary stream from the west flowing down 
from a broad low mountain gap, lake feeders on the summit, 
and a terminus on a line of inland seas.’’ Nature, therefore, 
was the surveyor that marked out the course of the canal that 
the people of New York needed: it must extend from Albany 
to Buffalo and thus connect the Hudson River with Lake Erie. 
The expense (about $8,000,000) of constructing this greatest 
of all American artificial waterways, the Erie Canal, was met 
by the State of New York. The work of digging the “great 
ditch” was begun in 1817 when De Witt Clinton, the governor 
of New York, turned the first spadeful of earth. The canal 
was finished in 1825, when Clinton poured into the New York 
Bay a flask of water brought from Lake Erie and declared 
that the waters of the Great Lakes were united forever in 
marriage with the waters of the Atlantic Ocean. 

By the time the Erie Canal was opened a movement for 
canal construction was gaining strength in almost every part 
of the country and in some sections was becoming a mania. 
To the Erie Canal itself numerous branches were added with 
the result that almost every part of the State was soon coy- 
ered with a network of canals. In 1826 the State of Pennsy]l- 
vania took up the task of giving Philadelphia a trade route to 
the West, and by 1835 one could travel by a horse-railway from 
Philadelphia to the town of Columbia on the Susquehanna; 
thence by a canal along the Susquehanna-and Juniata to Hol- 
lidaysburg; thence over the mountains by a portage railway 
to Johnstown; thence by a second canal to Pittsburgh and the 
Ohio River. By 1836 the Chesapeake and Ohio Canal had 
been opened and was serving as a water route which extended 
from the national capital to the foot of the Cumberland Moun- 
tains. This canal was constructed with funds contributed jointly 
by Congress, by the city of Washington, and by the State of 
Maryland. It was built with the view of giving Washington 
easy communication with the West, for it was expected that 
the capital city would one day become a great commercial 
center, an idea cherished by George Washington but a dream 
that never came true. Not only in the East was there activity 
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in canal construction. By 1833 the State of Ohio had joined 
Lake Erie to the Ohio River by a canal that ran from Cleve- 
land to Portsmouth, and two years later Cincinnati, Dayton, 
and Toledo were connected by the Ohio Canal. Indiana and 
Illinois likewise became enthusiastic for internal improvements 
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Erie-Canal, Pennsylvania Canal and the Baltimore and Ohio Railroad. 


and in these States also some important canals were built, one 
of them connecting Lake Michigan with the Mississippi. 
While most of these canals could claim the merit of stimu- 
lating trade, the one that exerted the profoundest influence 
upon the economic development of the nation was the Erie 
Canal. Indeed the effects of this waterway were so far-reaching 
and ‘so important that its construction must be regarded as 
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the greatest event in the history of American transportation. 
The immediate effect of the canal, of course, was to open up 
western New York and cause it “to blossom as the rose.” 
But its influence quickly spread far beyond the State of New 
York. Providing as it did an all-water route to the West, it 
was a powerful agency in filling up the vacant spaces of the 
Mississippi Valley. As soon as it was opened a throng of emi- 
grants, traveling upon its packets—special vessels fitted up 
for passenger traffic—made their way into Ohio and into the 
country bordering upon the Great Lakes. Great numbers passed 


into the Michigan country, which before the opening of the 
canal was still an unbroken and untrodden wilderness, but 
which by 1837 had become an organized State with nearly 
100,000 inhabitants. On the Great Lakes also a new state of 
things presented itself. Before 1825 these waters were largely 
a waste as far as transportation was concerned, but after 
the opening of the Erie Canal steamboats on the Lakes multi- 
plied and the commerce of these inland seas saw the begin- 
nings of a remarkable growth. No sooner was the canal ready 
for use than a current of trade consisting of the produce raised 
in the country bordering on the Lakes began to flow eastward. 
In one year (1835) 2,500,000 staves, and wheat and flour equiv- 
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alent to 260,000 barrels of flour were shipped over the canal 
from States west of New York. The shipment of heavy com- 


modities of this kind was now becoming profitable, owing to 


the reduced cost of transportation. Before the Erie Canal was 
built it cost $100 to carry a ton of goods from Buffalo to New 
York City; the canal reduced the cost to $20. For New York 
City the canal did what Clinton prophesied it would do and even 
more: “that city,” said he, “will became the granary of the 
wor:d, the emporium of commerce, the seat of manufactures, 
the focus of great money operations, and before the revolution 
of a century the whole island of Manhattan, covered with hab- 
itations and replenished with a dense population, will consti- 
tute one vast city.” The new currents of trade to which the 
canal gave rise made it certain that New York, and not New 
Orleans, would be the commercial metropolis of the nation. 

While the excitement about canal building was yet at its 
height the air began to be filled with rumors of the new ap- 
plication of steam to land carriages and to railroads, The build- 
ing of railways in one form or another had been going on for 
nearly two hundred years, but on the early railroads the cars 
were drawn by horses. With such a motive power only small 
loads could be carried, and a speed of only six or eight miles 
an hour could be attained. During the first years of the nine- 
teenth century, experiments showed that steam could be suc- 
cessfully used for drawing cars on a railroad. In England 
George Stephenson demonstrated in 1826 that a steam loco- 
motive could transport passengers and freight, and by 1830 
on the Liverpool and Manchester road iron horses were speed- 
ing along at the rate of thirty miles an hour. Of course the 
United States did not lag far behind. The first attempt to 
operate a steam railroad in this country in a practical way 
was made in 1829 when an English-built locomotive was placed 
on a railway which ran from Carbondale to Honesdale in 
Pennsylvania. This undertaking ended in failure because the 
locomotive was found to be too heavy for the rails and the 
trestles of the road. In 1830 the Best Friend, the first loco- 
motive built in America for regular use, made a successful 
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trip on a railroad that ran from Charleston to Hamburg, South 
Carolina. This was the first railway in America built irom 
the beginning with the purpose of using steam locomotives. 
The first railroad opened to the public for traffic was the 
Baltimore and Ohio, upon which a locomotive was put in 
actual operation in 
are 1831. In the same 
i year on the Hudson 
and Mohawk, the 
first link of what 
was later to be the 
great New York 
Central system, the 
De Witt Clinton, 
an American-built 
locomotive, made a 
trial trip and cov- 
ered the distance 
between Albany and 
Schenectady at the 
rate of seventeen 
miles an hour. 
As an agency of 
transportation the 
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A Railroad Map of 1840, railroad was su- 
perior both to the 


turnpike and to the 
canal. It could cause distances to shrink, it could overcome 
mountain barriers, it could defy the floods of summer and the 
frosts of winter, it could carry passengers of any number and 
freight of any quantity and of any kind, it could go out into 
remote places and do service in every nook and corner of the 
land. It brought about a revolution in transportation, but the 
revolution was rather slow in coming. At first its marvelous 
possibilities were not fully perceived, and many years passed 
before railroad building was pushed forward with vigor. In the 
early days the railroads for the most part were short lines 


(The roads are shown by heavy black lines.) 
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intended mainly for passenger service or designed as feeders 
to the lakes, rivers, and canals. The real economic significance 
of the railroad did not become apparent until about 1850. 


THE RISE OF INLAND COMMERCE 


The effect of the steamboat, the National Road, and the 
Erie Canal was to build up an inland trade of such vast pro- 
portions that our foreign trade when compared with it seemed 
small and insignificant. To understand the growth of this 
internal commerce we must turn first to the South. Here the 
presence of the steamboat upon the rivers of the Middle West 
and upon the numerous navigable streams flowing into the 
Gulf made it possible for the cotton growers in the Gulf States 
to carry on their business in the way which seemed to them 
most profitable. That way was to devote their land exclusively 
to cotton growing and neglect the other branches of agricul- 
ture. Foodstuffs and horses and cattle they preferred to buy 
outside of the South. The large plantations were not suited to 
the raising of hogs, for it was found to be almost impossible 
to prevent the negroes from stealing and roasting the young 
pigs. Since a diversified farming could not be carried on by 
slaves with profit the planters gladly turned to the Middle West 
where there was a surplus of the products which they needed. 
' Accordingly, putting all their eggs in one basket, they gave all 
their attention to the cultivation of cotton, while steamboats 
from the Ohio Valley brought down to their wharves great 
quantities of pork, lard, beef, butter, cheese, corn, flour, and 
whisky. The supplies were paid for with the. proceeds of 
the cotton which the planters sold to New England and to 
Europe. This method of exchange brought prosperity to the 
South, for the planter could pay for his supplies and still have 
money remaining in his pocket. 

The prosperity was not confined to the South. All parts of 
the country were now reaping the benefits that arose from the 
improved means of communication between the East and the 
West. The manufacturers of New England and the Middle 
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States could now send their goods by the Erie and Pennsyl- 
vania Canals to the West and receive their pay in the money 
which the farmers of that region received from the Southern 
planters. With the development of this inland trade the circle 
of ‘commerce was almost complete, the only important break 
in the circle being between the East and the West; the East 
sold heavily to the West but did not buy heavily from it. To 
trace the course of inland trade at this time we may begin at 
the South. Here planters sold their cotton to the manufacturers 
of New England, the Middle States, and Europe, and, as we 
have seen, with a portion of their profits purchased agricultural 
supplies from the West. With the money they received from 
the South the Western farmers bought the manufactures of the 
East. The manufacturers of the East sold their wares to the 
South and West. So active had this stream of commerce become 
by 1830 and so imposing were the features of inland trade at 
that time that in a report made by a committee of a trade 
convention in 1831 it was said that “this country is literally, 
as to all the benefits of agriculture, commerce, and manufac- 
turing, a world within itself.” 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. With a map before you name the parts of the country that were 
bound to feel the effects of the Erie Canal. 

2. As agencies of transportation compare the canal with the river; the 
river with the railroad; the railroad with the canal; the steamboat with 
the sail-boat; the flat-boat with the steamboat; the steamboat with the 
locomotive; the locomotive with the wagon. 

3. In what respects is water transportation better for the purposes of 
inland trade than land transportation? In what respects is railroad 
transportation better than water transportation? 

4. What were some of the reasons that accounted for the growth of 
New York City before 1825? What accounted for its growth after that 
date? State the population of that city at each decennial period between 
1790 and 1850. Compare this growth with that of New Orleans and give 
reasons for the respective growths of each city. 

5. What was the number of consumers of manufactured goods in the 
United States in 1800? What was the number in.1840? (Table 3.) 

6. Assuming that our total domestic trade (trade carried on within 
our boundaries) was ten times that of our foreign trade, what was the 
value of our domestic trade in 1830? In 1840? (Table 6.) 

7. The Inland Waterways: Semple, 256-272. 

8. The Pioneer Farmer of the West: Sanford, 100-123. 
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9. The Steamboat: Forman, Useful Inventions, 201-210. 
. The Locomotive: Forman, Useful Inventions, 180-183. 


. The Early Railroads: Van Metre, 275-283; Faulkner, 325-333. 
12, The Turnpike Era: Faulkner, 205-208. 


13. The Era of Canal Building: Faulkner, 317-324. 


14. Transportation and Internal Improvements: Paxson, 258-268; 
Bogart, 206-218; MacDonald, 134-147. 
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PART III 


THE MECHANICAL REVOLUTION AND 
ECONOMIC EXPANSION 


(1825-1865) 


XVI 


INDUSTRIAL PROGRESS AND THE INDUSTRIAL 
REVOLUTION 


The Industrial Revolution itself, incomparably the most sweeping 
transformation ever effected in human.and social life, may be envisaged 
under three main phases: the scientific and technological transition, the 
rise of the factory system, and the results of this combination upon 
society at large. The technological revolution . . . brought into existence 
“the empire of machines.” The machine technique necessarily brought in 
its train the factory system. ... The factory system produced an alto- 
gether novel and effective method of applying and regimenting man- 
power—Harry Elmer Barnes. 


After easier means of communication between the East and the West 
had been established the nation entered upon a new industrial as well 
as upon a new commercial career. The year 1825, which marked the 
completion of the Erie Canal, is a memorable date in our history, for 
no sooner was this great waterway opened than new economic foices 
were released, and for a hundred years the central theme of the story of 
our commerce and industry was growth, growth, growth. 


THE PROGRESS OF MANUFACTURES (1830-1840) 


The opening of new markets by the new transportation 
routes stimulated production in every direction. The planters 
raised more cotton, the farmers more grain, and the manufac- 
turers made more goods. Easier access to markets, however, 
was not the only thing that stimulated production. The num- 
ber of consumers was growing at an astonishing rate. And 
here was a factor in American progress that must never be 
lost sight of, for it was second only to land in its importance: 
The population was always rapidly increasing and as it in- 
creased the market for all kinds of goods widened and ex- 
panded with equal rapidity. Between 1820 and 1840 the popu- 


lation of the country jumped from 9,600,000 to 17,000,000. 
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By 1830 there were nearly as many people in the United States 
as there were in England and ten years later there were more. 
These millions of American consumers were eager to buy 
and were able to pay. And they were the most prodigal buyers 
in the world. According to Miss Martineau an American con- 
sumed double the amount of beef that an Englishman con- 
sumed, wore double the amount of clothes and demanded 
double as much of the comforts of life. In order to meet the 
growing demands the manufacturers increased their output. 
In 1834 the total value of the manufactures of the country 
was estimated to be $325,000,000; in 1840. the official estimate 
of the census placed it at $500,000,000. 

The three most important industries were those of cotton, 
wool, and iron. In the amount of cotton consumed the United 
States was leading all countries except England. In 1830 two 
hundred and thirty millions yards of cotton cloth were woven 
in American mills—more than three times the amount that 
had been woven in 1815. 

The woolen industry was important but its progress was by 
no means rapid. In the manufacture of the better grades of 
woolen cloth England maintained the lead which she had held 
for centuries (p. 17) and the competition with English impor- 
tations was so sharp that American manufacturers had great 
difficulty in meeting it. They had the tariff on their side, it 
is true, but as yet they did not have such highly skilled work- 
men and such highly efficient machinery as were found in 
British mills. Handicapped as it was, the woolen industry was 
barely able to hold its own. The production of worsteds re- 
mained small, while the manufacture of broadcloth declined. 
Not until 1840 did this industry begin to show a progress that 
was really sound and healthy. 

For the iron industry there is a different story. Here the 
progress was both rapid and healthy. In every direction the 
demand for iron was increasing. It was needed for the new 
machinery that was being set up in the textile mills, for mak- 
ing the implements of an expanding agriculture, for the build- 
ing of steamboats, for the construction of locomotives and of 
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railroads. In truth iron as never before became a material nec- 
essary to industrial progress. It was fortunate that this de- 
mand came at a time when better processes in the manufac- 
ture of iron were being discovered. About 1830 the hot-air 
blast began to be used in the smelting of iron, and about 1837 
anthracite coal began to be used instead of charcoal in the 
furnaces for smelting. It was doubly fortunate that both the 
fuel for smelting and the ore which contained the iron could 
be obtained at places not greatly separated from each other 
by distance, for prosperity in the iron industry requires that 
the fuel and the ore be brought together at little expense. 
The nearness of the anthracite coal fields of Pennsylvania to 
rich mines of iron ore made it possible to exploit the new 
processes in a large way and thus meet demands that were all 
the time growing greater and greater. 


THE TARIFF POLICY (1828-1857) 


The manufacturers now believed that their prosperity was 
bound up with the policy of protection and in the time of ad- 
versity they turned to the tariff as a never-failing friend. By 
1827 the woolen industries were feeling the pinch of compe- 
tition with English manufacturers who had the advantage not 
only of cheap wool but also of low wages. Accordingly the 
woolen mills of New England applied to Congress for in- 
creased duties upon their goods. They did not succeed in get- 
ting precisely what they desired, yet in 1828 a tariff bill was 
passed which upon the whole was favorable to their interests 
and which was the high water mark of protective legislation 
before the Civil War. The chief features of the bill were in- 
creased duties upon manufactures of iron and wool and upon 
raw wool. In the South the new law met with instant and 
bitter resentment. And the hostile attitude of the South can be 
easily understood: it would suffer a serious economic loss by 
reason of the high duties which the bill placed upon coarse 
cottons and woolens. The slaves were clothed in these fabrics, 
and since the South had no manufactures of its own, the 
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planters were compelled to buy from Northern manufacturers. 
They could not buy from abroad because the duties were so 
high as to be virtually prohibitory. This exclusion from the 
foreign market appeared all the more unjust when it was 
considered that in 1830 over two-thirds of our exports of 


every kind consisted of the cotton, rice, and tobacco which . 


went out from Southern ports. That is to say, the section of 
the country that sold most to foreign markets was prevented 
from buying in those markets. 

Resistance in the South to the ‘Tariff of Abominations’”— 
as the bill of 1828 was called—became so. fierce that it threat- 
ened to bring on a secession movement that would disrupt 
the Union. Accordingly, in order to allay the unrest, Congress 
in 1832 reduced some of the rates of which the Southern 


people complained. It cut down various duties on supplies 


needed by the Southern planters, but the reduction was not 
accompanied by any important modification of the protective 
principle. Indeed the new act was taken by the South as 
being a direct and offensive declaration of that principle. So 
the indignation of the Southern people rose higher than ever. 
South Carolina announced to her citizens that the law need 
not be obeyed and took measures for resisting enforcement. 
This aroused the fighting spirit in President Jackson, who 
promptly informed the people of South Carolina that the 
law must be obeyed and that if necessary he would put down 
resistance by force. But there was no occasion to resort to 
force. In the spirit of concession and compromise Congress in 
1833 enacted a bill that was more favorable to the South. It 
provided for a gradual reduction of rates so that by 1842 
there should be a uniform duty of twenty per cent upon all 
dutiable articles and no articles thereafter should pay a duty 
higher than twenty per cent. This concession was satisfactory 
to the South. South Carolina promptly abandoned her plans 
for resistance and the new tariff law was obeyed by her people. 

The compromise bill of 1833 contained the essential features 
of a tariff policy that was to be maintained for nearly thirty 
years. That policy, broadly speaking, was to preserve a com- 


~~ 
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promise between the protective principle and the free trade 
or revenue principle. When 1842 came, the duties, in accordance 
with the law of 1833, had been reduced to the uniform level 
of twenty per cent. This level was maintained for most of the 
period between 1842 and 1846, when the rates were changed 
by the Walker Tariff. This fixed the rates mainly with the 
view of raising revenue although the principle of protection 
was not completely abandoned. Thus while the Walker Tariff 
was not a revenue measure pure and simple, it was never- 
theless a step in that direction. It was popular in the South 
and West. In the Middle States and in New England it met 
with much opposition. It remained in effect until 1857, when 
it was bringing more money into the national treasury than 
was needed. Accordingly in that year another reduction was 
made, the average rate of the duties under the new law being 
about nineteen per cent. Thus the general drift seemed to be 
toward lower duties. This downward tendency, however, was 
sharply checked when at the outbreak of the Civil War there 
arose a necessity for more revenue. 

What effect did the policy of protection as it operated before 
the Civil War have upon our industrial progress? Some econ- 
omists contend that it had very little effect; that there were 
mighty forces at work to make us a great industrial nation 
and that our manufacturing would have prospered, tariff or no 
tariff. Others contend that the protective tariff was such an 
important factor in our industrial history that it will explain 
every kind of prosperity and every kind of adversity. The 
truth seems to lie between the two extremes of opinion; the 
tariff did not do everything, but it did a great deal. Without 
doubt our marvelous resources and the advantages that came 
with an ever-expanding home market made it certain that in 
time we would develop into an industrial nation. But without 
protection that development would have been much slower 
than it was. If Congress after the War of 1812 had refused 
to give American manufactures the benefits of protective duties, 
England most probably would have succeeded in her purpose 
of gaining command of the American market. Her success, 
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doubtless, would have been temporary, but how long would 
her dominance have continued? That question, of course, can- 
not be answered. But we do know that the protective duties 
encouraged American manufacturers to make a fight and that 
as.a result of the battle our industries not only held their 
ground but went on developing. So it is fair to say that after 
the War of 1812 protective duties stimulated the manufactur- 
ing industries to a more rapid development than would have 
been possible if the protection had been refused. 


THE PACTORY*<s Yo DRM 


To the extent that the tariff hurried on the development of 
our manufactures, to that extent it was a factor in hurrying 
on the Industrial Revolution. For by 1830 machinery was 
beginning to revolutionize industry in America in much the 
same way it had revolutionized industry in England (p. 113). 
The huge quantities of goods that were being turned out in the 
1630's could not have been produced under the old domestic 
system in which everything was made in little shops by the 
hands of two or three workers. Only large-scale production 
could meet the demands of the market. Machinery must be 
driven by waterpower or by steam. Industries must be trans- 
ferred from the little shop to a larger building where under a 
single roof the processes of manufacture could be concen- 
trated and carried through with the best results and where 
under skilled management the labor of a large number of work- 
men could be used to the best advantage. And _ these 
conditions were being met; the Industrial Revolution 
was being hurried on. By 1830 steam was being used as 
a motive power in hundreds of manufacturing plants, while 
the average number of employees in the cotton mills in Mas- 
sachusetts and Rhode Island was about 60. In Waltham, Mas- 
sachusetts, Harriet Martineau in 1835 visited a factory in 
which 500 persons were employed. 

And they were skilled employees. For although the In- 
dustrial Revolution was much slower in its progress in the 
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United States than it was in England the American fac- 
tory nevertheless readily attained a high degree of efficiency. 
An English observer writing in 1840 and describing the cot- 
ton manufactures of Lowell asserted that the factories of 
that place produced a greater quantity of yarn and cloth from 
each spindle and loom in a given time than was produced in 
any other factories in the world. At a date even earlier, an- 
other observer, writing of Americans, said: “There are no 
people more ingenious in the use and invention of machinery, 


Lowell Cotton Mills in the Forties. 


no country more prolific in patents. . . . Good mechanics are 
to be found in every one of the mechanic arts and the im- 
provements they have made in some old, and the invention 
of many new instruments are strong proofs of their skill and 
enterprise. These are not shown merely in the common tools 
in use in various trades, but in the most complicated machines.” 

Although the factory system by 1830 had gained a firm foot- 
hold in the textile industries and was being extended to mis- 
cellaneous industries, and although it was forcing many kinds 
of hand-made products from the market, it must not be thought 
that by this time the Industrial Revolution had reached its 
goal and that the triumph of the factory was complete. For 
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the old system held on to life with a tenacity that was re- 
markable.t As late as 1850 it is probable that the bulk of the 
general manufacturing done in the United States was carried 
on in the shops and the household by the labor of the family 
or. individual proprietors with apprentice assistance. Never- 
theless by 1840 it could be seen on every hand that the do- 
mestic system would soon be abandoned completely and that 
the factory system would take its place. 

The introduction of the factory system affected profoundly 
the whole structure of society both in the Old World and in 
the New. In the first place it brought about a complete change 
in industrial organization. Under the factory system the raw 
material, the tools and machinery, the building, and the fin- 
ished goods were all owned by a person (or by a company) 
who had invested his capital in the enterprise. The owner re- 
ceived all the profits of the business, but, unlike the master 
of the small shop, performed no manual labor. The craftsman, 
separated from the ownership of his tools and having no share 
in the profits of the establishment, became an employee inter- 
ested chiefly in his wage and in the length of his working day, 
while the owner was a capitalist interested chiefly in profits. 
Thus one of the effects of the new system was to divide in- 
dustrial society into two sharply defined classes, the wage- 
earning class and the capitalist class. 

Another effect of the Industrial Revolution was to draw 
women and children to the factories. For thousands of years 
women and children had engaged in weaving and spinning, but 
they had worked in their homes. Now they left the home and 
went into the factory to work for wages. In England, where 
the factory system was fully established, nearly half of the 


_ 1 How the old system held on to its life and how inferior it was to the new 
is shown by the following quotation from the Census Report of 1880: “At 
the Atlanta Cotton Exposition of 1881 were to be found five women from the 
mountain section of Georgia, spinning and weaving coarse cotton fabrics by 
the use of the hand-card, the spinning-wheel, and the hand-loom. They were 
representatives of a large section of the United States and of a very considerable 
population, variously estimated at from 200,000 to 300,000 in number, who have 
not been reached until lately by the railroad, or been able to avail themselves 
of modern arts to any great extent. At the measure of their work, two carders, 
two spinners, and one weaver could produce eight yards of coarse cotton cloth 
in a day of ten hours. The same number of persons employed in the modern 
cotton factories can, by the use of machinery. with far less arduous labors, 
produce 800 yards of the same cloth, or one hundred-fold as much.” 
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persons employed in the cotton manufactures were women and 
children. Indeed it was urged that one of the advantages of 
establishing the manufacturing industries was that ‘‘women 
and children would be rendered more useful and the latter 
more early useful.” If the labor of children of tender years 
could be turned to profit, so much the better, for a century 
ago to give a child work in a factory was considered “just, 
proper, and philanthropic.” Accordingly in America as in 
England women and girls and little boys went into the fac- 
tories by the thousands. Of the sixty thousand persons em- 
ployed in the cotton mills of New England in 1831 more than 
forty thousand were women and children. Of 8,500 persons 
employed in the factories of Rhode Island nearly 3,500 were 
children less than twelve years of age. Thus with the coming 
of the factory a new and a very numerous class of wage-earners 
was brought into existence. 

Still another effect of the factory system was to bring 
about changes in the distribution of the population. As the 
factories multiplied the urban population increased. Laborers 
without land of their own shifted from the farm and the vil- 
lage to the large towns and cities, where they found employ- 
ment in the mills. In sections where the factories were most 
numerous, as in New England and in the Middle States, people 
flocked to the cities in such numbers that by 1840 there were 
already many urban centers of considerable size. New York, 
with a population of 123,000 in 1820, had by 1840 passed the 
300,000 mark; Philadelphia had jumped from 112,000 to 220,- 
000; Baltimore from 62,000 to 102,000; Boston from 43,000 
to 100,000. In addition to these larger places scores of smaller 
cities were springing up. By 1840 Lowell, New Bedford, Lynn, 
Providence, Springfield, Hartford, New Haven, Troy, Brook- 
lyn, Newark, were all in the rank of cities that had a popula- 
tion of more than 10,000. Commerce, it is true, had something 
to do with the building up of some of these smaller places; 
but for the most part their growth was due to the advance of 
the Industrial Revolution. And urban development was not 
confined to the East. For manufacturing was now working 
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its way westward and building up cities in its train. Pittsburgh, 
Cincinnati, and Louisville doubled their population between 
1820 and 1830 and it was to manufacturing industries that 
they owed much of their prosperity. Pittsburgh in 1830 had 
six rolling mills and iron works, four large cotton factories 
with 10,000 spindles, two large glass works, and two hundred 
and seventy other manufacturing establishments of a miscel- 
laneous character. Cincinnati had ten iron foundries, three 


Cleveland in 1846, 


cotton factories, fifteen rolling mills, a button factory, two 
steam flour mills and six steam saw mills. 

Wherever one of these manufacturing cities arose great 
changes came over the face of the surrounding country. Trans- 
portation facilities being necessary, new roads were built and 
better water communication was established. A local market 
arose in which the near-by farmers could sell their products. 
The demand for vegetables and fruits transformed fields into 
gardens and orchards. Thus on every hand the value of land 
increased. The raw materials of the neighborhood became more 
and more developed. The new mills required building stone, 
the houses of workmen bricks and lumber, the glass works 
sand, the paper manufactures wood pulp and straw. In these 
and in other ways was the economic structure of society affected 
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when a manufacturing industry was established in an agri- 
cultural region. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Which is the more useful mineral, coal or iron? 

2. Why did Pennsylvania become the center of the iron industry? 

3. What effect did the change from water-power to steam have upon 
the location of manufacturing establishments ? 

4. How were the wages of men affected by the employment of women 
and children in the factories? What effect did their-employment have 
upon the total income of the family? What effect upon home life? 

5. Why was the factory system established in the United States at a 
much later date than it was in England? 

6. “The tariff of 1828 was the high water mark of protective legislation 
before the Civil War.” What effect, if any, did the tariff of 1828 have 
upon the amount of our importations? (Table 6.) What was the effect 
of the tariff of 1842? 

7. Why were the manufacturers of woolen goods especially urgent 
in their demands for a protective tariff? 

8. In the text it is suggested that our commercial progress was due 
in part to the growth of population. Under what conditions would a 
growing population be a hindrance to commercial prosperity? 

g. The Tariff of Abominations: Turner, 314-332. 

10. The United States in the Thirties: MacDonald, 3-15. 

Ir. The American Industrial Revclution: Bogart, 163-173. 

12. Tariff Legislation: Van Metre, 258-262. 

13. Manufactures in the 1830’s: Van Metre, 293-296; Faulkner, 277- 
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DEMOCRACY AND INDUSTRIAL REFORM 


Intelligent Europeans have seen in America more than America; they 
have seen in it the image of democracy itself. . In its origin and in 
its history the United States stands for democracy or it stands for 
nothing.—Carl Becker. 


In the third decade of the eighteenth century in all progressive nations 
there was an awakening among men of the spirit and a yearning and a 
striving for better things. The movement that agitated the world called 
for reforms not only in education and religion and government, but in 
every department of social and industrial life. “It was a time,” says 
Woodrow Wilson, “when the world at large was quivering under the 
impact of new forces, both moral and intellectual.” 


THE GREAT AWAKENING 


At the time the Industrial Revolution was carrying every- 
thing before it the minds and hearts of people throughout the 
civilized world were stirred with an agitation for reform. 
They had been thus stirred many times before, but this move- 
ment was broader and more comprehensive than any that had 
ever been known and the demand for reform was world-wide. 
In Europe on the Continent the movement took the form of 
political agitation with the result that in Germany the cause 
of constitutional government was strengthened while in France 
an unpopular and tyrannical king was deposed and a ruler 
who was thought to be more liberal was placed upon the 
throne. In England the air resounded with cries for reform 
and it was in this country that the movement was most pro- 
foundly felt. In 1829 harsh laws against Catholics were re- 
pealed, and they were allowed to sit and’ vote in Parliament; 
in 1832 a bill providing for a more democratic representation 
in Parliament was passed—a reform that had been delayed 
for fifty years; in 1833 by one law slavery was abolished 
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throughout the whole extent of the British Empire and by 
another the hours during which children might be employed 
in factories were reduced; in 1835 provision was made for 
the better government of towns and cities. Thus in England 
the labors of the reformers were richly rewarded. 

When the wave reached the United States the desire for 
reform became feverish. For a few years society in all its 
ramifications was in a ferment. Alexis de Tocqueville, a great 
Frenchman who visited America in 1831, was amazed to find 
popular sentiment in such a disturbed condition. “No sooner 
do you set your foot upon American ground,” he said, “than 
you are stunned by a kind of tumult; a confused clamor is 
heard on every side; and a thousand simultaneous voices 
demand the satisfaction of their social wants.’ There was a 
great deal of froth in the movement and many of the re- 
formers were humbugs, but, as James Russell Lowell said, 
it had “a very solid and serious kernel.” 

A large class of reformers directed their energies to the 
betterment of the conditions which surrounded the poor and 
unfortunate. A cry went up for the better treatment of pris- 
oners and inmates of almshouses and asylums, and well might 
the voice of mercy be heard, for in many of the institutions 
of this kind the conditions of confinement were so revolting 
as to be a disgrace to humanity. Another class had for its aim 
the reorganization of society on a socialistic or communistic 
basis. To Ralph Waldo Emerson it seemed that every man he 
met had a draft for a new community in his pocket. Emerson 
doubtless was thinking of the Brook Farm, which was or- 
ganized just outside of Boston as a cooperative experiment. 
The farm was owned by about 100 shareholders, among whom 
were such men as Theodore Parker, Charles A. Dana, and 
George William Curtis. The shareholders, even the most fa- 
mous, took part in the manual labor of the farm and dined 
in a common hall. More famous than the Brook Farm experi- 
ment was the community established (in 1825) on the Wabash 
River by Robert Owen, a rich manufacturer of England. 
Owen gathered around him about nine hundred industrious 
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and well-disposed persons with the view of founding a com- 
munity in which property was to be held in common. After 
three years of trial the communistic life was found to be a 
failure. In explanation of the failure Owen said: “There was 
not disinterested industry; there was not mutual confidence ; 
there was not practical experience; there was not union of 
action because there was not unanimity of counsel. These were 
the points of difference and dissension, the rock upon which 
the social bark struck and was wrecked.” 

More important than communistic schemes was the move- 
ment for the abolition of slavery. For it was during this time 
of social ferment that the anti-slavery sentiment acquired a 
strength it had never before had and became a force that 
statesmen could not ignore. The leader of the movement, Wil- 
liam Lloyd Garrison, was the most masterful agitator the 
country had ever seen. To his call for immediate emancipation, 
unconditional and without compensation, there was a quick 
and gratifying response. Anti-slavery journals increased in 
number, anti-slavery books and pamphlets came teeming from 
the press and anti-slavery organizations were soon counted by 
the thousands. In demanding freedom for the slave the abo- 
litionists threw themselves against the ruling sentiment of 
the nation, yet they went on urging their views upon the 
country regardless of all political parties, standing outside of 
political life and action, and held together.only by their hatred 
of human bondage. As a result of their enthusiasm and fanati- 
cism there was created a mass of sentiment and opinion which 
one day was to be the nucleus of an irresistible anti-slavery 
movement. 


THE BEGINNINGS OF THE LABOR MOVEMENT 


It was during this season of high aspirations that the labor 
movement in America had its beginnings. The parent of this 
movement was the Industrial Revolution. Under the old do- 
mestic system the apprentices and journeymen lived with the 
master under the same roof, ate with him at the same table, 
and were so joined with him in sentiment and affection that 


tah dataitintee ae ia 


DEMOCRACY AND INDUSTRIAL REFORM 201 


they did not wish to be separated. Under the new system the 
employer had hundreds of men working for him whose names 
he could not call and whose faces he did not know. The bond 
of personal sympathy, therefore, between the employer and 
the employee under the factory system grew weaker as the 
factory grew larger until at last it was severed almost entirely. 
The result was that as the Industrial Revolution advanced the 
employer more and more lost sight of the human interests of 
his employees and more and more thought only of the profits 
that he could derive from their labor ; more and more he came 
to regard human labor as one of the raw materials which he 
used in his factory. In order to make as much money as pos- 
sible out of this raw material the hours of labor must be as 
long as possible and the pay as low as possible. 

In their efforts to receive the maximum of service for the 
minimum of pay, employers were guilty of abuses of which 
today they would be ashamed. In England by the time the 
Industrial Revolution was in full swing, men, women, and 
children were being worked to the utmost limit of their en- 
durance at a wage that was barely sufficient to hold body and 
soul together. In 1816 Sir Robert Peel told the House of 
Commons that it was a common practice for English manu- 
facturers to make children of eight years of age toil in mills 
fifteen hours a day. The sufferings and the sorrows of the 
little children in English mills were pictured in Elizabeth Bar- 
rett Browning’s poem, “The Cry of the Children,’ which 
cioses with the following lines: 

“They look up with their pale and sunken faces, 

And their look is dread to see, 
For they mind you of their angels in high places, 
With eyes turned on Deity. 


‘How long,’ they say, ‘how long, O cruel nation, _ 
Will you stand, to move the world, on a child’s heart— 
Stifle down with a mailed heel its palpitation, 
And tread onward to your throne amid the mart? 
Our blood splashes upward, O gold-heaper, 
And your purple shows your path.’ 
But the child’s sob in the silence curses deeper 
Than the strong man in his wrath.” 


In America conditions were much better, both in respect 
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to hours and to wages, for now as in colonial times cheap land 
stood between the hired man and the manufacturer (p. 82) ; 
if the wages paid in the factories of the East were not fairly 
good, workmen would betake themselves to the farms of the 
West. In many American mills the employers, mindful of 
their human responsibilities, personally supervised the living 
conditions of their employees and promoted their welfare in 
various ways. But even in America there were abuses that 
would not be tolerated today either by law or public opinion. 
Too often the mills were unsanitary and unhealthy and the 
hours of labor were excessively long. ‘“The length of actual 
labor,’ says Professor Richard Ely, writing of this period. 
“varied from twelve to fifteen hours. The New England mills 
generally ran thirteen hours, but one mill in Connecticut ran 
fourteen hours, while the length of actual labor in another 
mill in the same State, the Eagle Mill at Griswold, was fifteen 
hours and ten minutes. The regulations at Paterson, New Jer- 
sey, required women and children to be at work at half-past 
four in the morning.” ? 

In order to protect themselves from the grinding power of 
the new forces brought in by the Industrial Revolution work- 
ingmen both in England and America began at an early date 
to form associations the purpose of which was to promote the 
welfare of the associated members. In England these trade- 
unions, as stich associations were called, had very rough sail- 
ing, for the rulers were against them and were as willing to 
keep the poor man down as they had been in the old days 
(p. 13). At first the meetings of the workingmen were sup- 
pressed by the strong hand of the government. In 1799 the 
English Parliament passed a law making it a criminal offense 
to attend a meeting the purpose of which was to secure an 
advance in wages or to shorten the hours of labor, and so re- 
lentless was the execution of the law that in 1817 ten factory 
workers in the town of Bolton were actually sent to jail for 
simply intending to attend a meeting at which the subject of 
wages was to be discussed. Such injustice, however, was in- 
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consistent with the spirit of democracy which was now ac- 
quiring some strength in England. Seven years after the Bol- 
ton workers were 
imprisoned. Par- 
liament repealed 
the harsh law of 
z7097 and’ ‘trade 
unions were de- 
} clared to be law- 
ful. 

The trade union 
movement in 
America began 
about 1825 when 
wage workers first 
began to make use 
of their collective 
strength for the 
betterment of 
their condition. In 
eity, “after city 
workers in the 
several trades or- 
ganized their 
forces, and trade- 
unions were soon 
flourishingin 
nearly all the in- 
dustrial centers. An Early Labor Document. 


In 1833 even (The title page of a pamphlet in the posses- 
two labor societies sion of the New York Public Library.) 


participated in a 

parade in New York. By 1836 it was estimated that in the 
seaboard cities alone there was a union membership of nearly 
300,000. At first the various unions in a city were independent 
of each other, but soon there was a movement to join them 
all together into a central organization. Such a union was 
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effected in Philadelphia, where in 1827 the Mechanics’ Union 
of Trade Associations was organized. This organization, ac- 
cording to a contemporary account, consisted “of forty-eight 
trade societies or associations, sovereign and independent in 
themselves, but bound by ties of honor and interest to support 
and assist each other in cases of aggression or danger.” The 
idea of a central federated union was popular with the work- 
ingmen and soon organizations of this kind were found in all 
the larger cities. In 1834 organization was carried a step fur- 
ther and the city federations came together as the National 
Trade Union. Thus almost overnight there was evolved a 
trade-union system that was broad enough to. include every 
craftsman in the United States. 


The Aims The aims of the trade-unions were usually clear and well- 
Trade defined. They wanted the workingmen to receive a wage that 
Unions 


would enable him to buy a fair share of the good things of life 
and they wanted the working day to be of a length that would 
allow time for recreation and that would. give leisure for the 
enjoyment of the benefits of education. And they wanted edu- 
cation to be universal so that their children would not grow 
up in ignorance. As summed up in one of their trade journals 
—for they established a press of their own—their program 
included these demands: “Universal education, abolition of 
chartered monopolies, equal taxation, revision or abolition of 
the militia system, all offices to be elected directly by the 
people, no legislation in religion.” In order to secure fair 
treatment in matters relating to wages and the length of the 
work-day, the unions resorted to the strike and the boycott. 
Benefit funds were established for the sick and unemployed 
and for men on strike..Thus these unions of a hundred years 
ago both in their organization and in their aims bore a close 
resemblance to the unions of today. 


DEMOCRACY AND POPULAR EDUCATION 


The workingmen went about the accomplishment of their 
aims in a hopeful mood, for they were voters and they felt 
that they could enforce their demands with the ballot. This 
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confidence was in harmony with the spirit of democracy which 
by this time had become a ruling force in American life. As 
might have been expected, the tide of democratic feeling had 
gathered its greatest strength in the West where every man 
was an individual who counted as one but where no man 
counted more than one. In the belief that every man should 
have a vote, and that the majority should rule, the people of 
the West had caused most of the new States to be organized 
on the basis of manhood suffrage; all adult white males were 
given the right to vote. When it is remembered that the West 
contained twice as many people in 1830 as the entire United 
States at the beginning of the century, the power of the Wes- 
tern democracy becomes apparent. And the Western voters 
were as aggressive in action as they were strong in numbers. 
Rallying their forces around Andrew Jackson they achieved 
victories at the polls that resulted in placing the common man 
on a plane higher than any he had ever occupied before. Hith- 
erto the management of public affairs had been entrusted to a 
learned, property-owning class, and it had generally been 
agreed that this favored class should lead and govern and that 
the masses should follow and obey. With the triumph of Jack- 
sonian democracy all this was changed. Henceforth there was 
to be no permanent office-holding class, and government was 
to be thrown open to the people at large. The people and the 
government were to be brought together; the government was 
to be a partnership in which the people themselves were the 
partners. Thus government under Jacksonian democracy was 
the government that Lincoln had in mind when he spoke of 
one that was of the people, for them, and by them. 

The democracy that was called “Jacksonian” received neither 
its strength nor its character from the leadership or the po- 
litical doctrines of Andrew Jackson. Jackson, as Professor 
Schlesinger has pointed out, was a product rather than the 
creator of the movement for a more popular government and 
he “rode into power on a tide of forces that had been gath- 
ering strength for more than a decade and which he had 
done little or nothing to bring into being.” Nor did the strength 
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cloaca of Jacksonian democracy lie wholly in the West. For there 

mooracy — "Was manhood suffrage in the East as well as in the West, and 

East the surgings of democracy in New England and in the Middle 
States were quite as strong as they were in the country be- 
yond the Alleghanies. In the election of 1832 a large part of 
Jackson’s strength came from Eastern States, while in the — 
election of 1836, Van Buren, a Jacksonian candidate, would 
have been disastrously defeated had it not been for Eastern 
votes. So the democratic movement of this period was one in 
which the political aspirations of the masses everywhere found 
expression. 

Economic And it was a movement in which the economic aspirations 

Aspects é i 3 

of Jack- of the masses also found expression. Besides asking for equal 

Democ- opportunity to share in the public offices the Jacksonian demo- 

ed crats demanded that government do its part in improving in- 
dustrial conditions and in promoting the interests of the com- 
mon man. In the West they asked Congress for preémption 
laws (p. 158) that would give the poor man his land at the 
cheapest rate and on the most favorable terms. In the East 
they demanded that the principle of the ten-hour day be ap- 
plied to all government work, a demand with which President 
Van Buren saw fit to comply. East and West they opposed 
monopoly and privilege of any kind, and they demanded that 
the government should have nothing to do with monopoly and 
privilege. Especially did they frown upon the Second Bank of 
the United States, which, as we shall presently learn, was ac- 
quiring tremendous power in the financial world. Thus men 
from the ordinary walks of life began to come to government 
with their economic problems and they came not as suppli- 
ants but as masters. 

lan Banca: As the new democracy gained strength, interest in popular 

tonal , education increased. Education after the War of 1812 had been 
shamefully neglected, but with the advent of the new democ- 
racy there was an educational revival. It was seen that if the 
common man was to have a voice in public affairs it must be 
an intelligent voice. Nothing could be more dangerous to 


society than a body of ignorant voters. Jefferson saw this 
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plainly and made a plea for “a system of general instruction 
which shall reach every description of our citizens from the 
richest to the poorest.” Toilers, too, saw the need of educa- 
tion and they began to cry out for a system of public schools. 
At a workingmen’s meeting held in New York in 1830 it was 
resolved that next to life and liberty education is the greatest 
blessing bestowed upon mankind and the demand was made 
that a general system of free schools be established at the 
public expense. Men in authority hearkened to the cry of the 
workingmen and it was not long before a general improvement 
in public education could be observed in almost every section 
of the country, the revival extending throughout the whole 
educational field, from the primary school up to the university. 
The education of the masses was desirable not only from 
a political standpoint but from an economic standpoint as 
well. Civilization with its steamboats and railroads and ma- 
chinery was now a complex affair and in the every-day work 
of the world there was an increasing demand for educated 
workmen. In the seventeenth century an illiterate man work- 
ing under the simple conditions that then prevailed might get 
along very well with his tasks but by 1830 it was much better 
that the workman should know how to read and write. This 
was the practical view taken by Horace Mann, who did so 
much for the cause of popular education in New England. 
Mann saw that the factory system had gained such headway 
that large numbers of educated operatives were necessary and 
he made it plain to the factory owners that it would be to 
their advantage to spend more money on the public schools. 
He presented precise statistical details showing ‘“‘that through- 
out the whole range of mechanical industry the well educated 
operative does more work, does it better, wastes less, uses 
his allotted portion of machinery to more advantage and more 
profit, earns more money, commands more confidence, rises 
faster, rises higher from the lower to the more advanced po- 
sitions of his employment than the uneducated operative.” 
The efforts made at this period in behalf of education were 
crowned with success. The movement for free schools was 
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carried forward until at last it was the policy of every State 
to provide at public expense instruction for every child within 
its borders. The other reforms did not fare so well. The trade- 
union movement, so prosperous and full of promise at first, 
was quickly overtaken by misfortune. Its setback was due 
chiefly to conditions over which it had no control. For one 
thing it suffered because the abolition movement drew the | 
minds of people away from it. Then during the first years of 
its existence it had to contend with the cheap land of the 
West; dissatisfied laborers, instead of joining the union, would 
move out to the frontier and take up farms: But the blow that 
sapped its strength most was the depression known as the 
Panic of 1837. 


CURRENCY AND THE PANIC OF 1837 


The chief cause of this panic, like the chief cause of most 
panics, was a disordered and unsound currency. For the bad 
currency conditions the banks were largely responsible. The 
panic, therefore, must be studied in the light of what was 
going on in the banking world. Here the center of interest was 
the Second Bank of the United States, the greatest financial 
institution of the country. It will be recalled that the First 
Bank of the United States was chartered in 1791 for a period 
of twenty years. When its term of life expired it was not at 
once rechartered. In 1816, however, a second bank, organized 
in much the same-way as the first, was chartered for a period 
of twenty years. This new bank at first was not well managed 
and at one time it was almost bankrupt. In 1819, however, it 
was reorganized and saved from ruin. During the next few 
years it prospered and like the first bank it was a useful agency 
in keeping the currency on a sound basis (p. 128). Neverthe- 
less it was strongly disliked in many parts of the country. In 
the West it was regarded as a dangerous monopoly which the 
Federal Government had placed in the hands of a few moneyed 
men. In the East it incurred the hostility of the workingmen. 
It also incurred the hostility of President Jackson, who came 
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to hate it so bitterly that he could not hear its name pronounced 
without choking with rage. Believing that the bank was a monop- 
olistic institution which Congress under the Constitution had 
no right to charter, and charging that it exerted a corrupting 
influence in politics, Jackson made war upon it. In 1833 he 
caused the secretary of the treasury to issue an order. forbid- 
ding the collectors of the United States to deposit any more 
money in the bank. This meant the removal of all Govern- 
ment deposits, for the money that was already on deposit— 
about $10,000,000—would be drawn out in the ordinary course 
of meeting the expenses of the Government. This was a severe 
blow, for it deprived the bank of a large portion of its funds. 
But Jackson was not content with the removal of the deposits. 
He went on with his fight and prevented the bank from se- 
curing a renewal of its charter. So in 1836 the Second Bank 
of the United States closed its doors and passed out of exist- 
ence. The people were glad to see it go. It was becoming a gi- 
gantic monopoly and they were afraid of it. 

In breaking the power of the bank Jackson increased the 
power of hundreds of State banks that were scattered over the 
country (p. 128). These were liberal in the issue of their notes 
even while the Bank of the United States was in existence, but 
after it was destroyed they issued notes in larger quantities 
than ever. In many cases they issued what was called “wild- 
cat” currency—worthless notes that could not be redeemed 
because the bank which put them out had no gold or silver 
with which to redeem them. Within two years (1835-1837) 
wild-cat currency to the amount of $80,000,000 was printed 
and put into circulation. 

With this wild-cat currency, which was so easy to get, men 
rushed into all kinds of enterprises. Speculation took the place 
of sound business and became the order of the day. Land as 
well as money being easy to get, there was a feverish specula- 
tion in the public lands. “The farmer,” says McMaster, “the 
manufacturer, the city merchant, the country merchant, bought 
land and paid their debts, if paid at all, not with dollars, but 
with over-valued land. Land bought from the Government 
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for a dollar and a quarter an acre was at once valued at ten 
or fifteen dollars an acre. The more a man bought and the 
more he borrowed to pay for it, the richer he was.” A day 
of reckoning, however, had to come. The day was hastened 
by President Jackson, who in 1836 issued his famous Specie 
Circular, directing that public lands be paid for only in gold 
and silver. This order brought dismay and distress upon the 
dealer in public lands, for it was a demand for real instead of 


Second Bank of the United States. 


fictitious money, for gold instead of paper. “Every man rushed 
to his bank or his debtor, crying, Pay me in value, not in 
promises to pay. But the banks and debtors had no available 
value but only its paper semblances.” In the spring of 1837 
the paper money which had been used for the purchase of lands 
began to come back to the banks for redemption, and they did 
not have the gold with which to redeem it.. Their plight was 
made worse by the fact that we were buying from abroad more 
than we were selling and gold in large sums was flowing out 
of the country to make up the difference between the value of 
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our imports and our exports. This general scramble for gold 
took away from the banks so much of their specie that in a 
very short time it was found that there was hardly a bank 
in the country that could meet its obligations in either gold 
or silver. Thus confidence was everywhere shaken and men 
did not know which way to turn. 

This lack of confidence, due to bad currency conditions, was 
in itself enough to bring on a panic. But there were other 
things that pointed toward a crash. Taxes were so high as to 
be oppressive; farmers were suffering from the shortage of 
the grain crop that occurred in 1836; merchants were over- 
stocked with a glut of foreign goods which they had not paid 
for and which they could not sell; laborers were discontented 
because the cost of living was rising; a depression in Ingland 
was causing a decline in the demand for American cotton; Eng- 
lish creditors were calling upon their American debtors for 
money which could not be raised ; money—that is, sound money 
—was scarce and the rates of interest were exorbitant. 

By midsummer of 1837 credit could no longer stand the 
blows that were being rained upon it and the crash came. Banks 
went down and trading concerns went down with them. Prices 
suddenly rose as they are apt to do when money becomes sud- 
denly scarce. Flour went up from five to eleven dollars a bar- 
rel and corn from fifty cents to a dollar a bushel. In New York 
City there were bread riots. Mills and factories were shut down, 
business houses went into bankruptcy, contracts were canceled, 
plans for internal improvements were laid aside, workmen 
lost their jobs. It was the worst panic that the nation had ever 
experienced. 

The Government at Washington was called upon for relief, 
but there was little that could be done. Congress did, however, 
establish an Independent Treasury where the federal govern- 
ment could keep its money in its own vaults, thus securing a 
divorce of the Government from the banks. Further than this 
the Government did not attempt to go: The panic, therefore, 
was allowed to run its course. The recovery was somewhat 
slow, but it was sure to set in, for although the currency sys- 
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tem might be unsound, the country itself was sound and could 
not suffer long. Gradually the banks mended their ways, wild- 
cat money disappeared from circulation, speculators went to 
work, debtors met their obligations. Within five years busi- 
ness confidence was quite fully restored and the forces that 


bring prosperity were active. 


QUESTIONS, DISCUSSIONS AND EXERCISES 


1. What is meant by a “materialistic age”? An “idealistic age”? Are 
we living in a materialistic or in an idealistic age? 

2. Do social conditions produce the reformer or is it the leadership 
of the reformer that produces needful changes ‘in social conditions. 
Name some of the great reformers of history. : 

3. Who was Dorothea Dix and what were her services? Who was 
John Howard and what were his services? Sketch the life of William 
Lloyd Garrison; of Susan B. Anthony; of Horace Mann. 

4. Compare the position of a discontented laborer in the 1830’s with 
that of a discontented laborer of the present time. 

5. Why did the South lag behind the North in matters of education? 
If there was to be slavery was it practicable to educate the slaves? 

6. In what year between 1790 and 1840 was our import trade the 
largest? What occurred the next year? (Table 6.) 

7. Which could we more safely dispense with—school-houses or 
battleships? School-houses or good roads? School-houses o1 jails? 

8. What was the Independent Treasury System? (Encyclopedia or 
Bogart, 385.) 

_ 9. Is a period of rash speculation and rising prices such as existed 
just before the panic of 1837 a period of good times? Were there good 
times in Florida in 1925? 

10. Conditions of Labor: Faulkner, 287-293; Van Metre, 296-208. 

11. The Intellectual Life: Hart, 19-32. 

12. Education and the Labor Movement: Faulkner, 351-354; Carlton, 
47-59. 

13. Communistic Experiments: Faulkner, 347-351. 

14. The Panic of 1837: Van Metre, 304-320. 

15. Public Lands and the Specie Circular: MacDonald, 276-293. 

16. The Significance of Jacksonian Democracy: Schlesinger, 200-219. 


XVIII 
EXPANSION, INVENTION, IMMIGRATION 


Canst thou send lightnings that they may go and say unto thee, “Here 
we are’ ?—The Book of Job. 


The panic of the 1830’s was quickly forgotten in the abounding pros- 
perity of the forties. In this red-lettered decade—as the forties may 
rightly be called—the wave of civilization rolled westward with un- 
precedented strength and swiftness; land, already cheap, was to be had 
even cheaper; invention won many of its most notable triumphs; the 
opportunities of America brought to our shores an influx of desirable 


immigrants. 
LAND HUNGER; EXPANSION 


The period of panic was followed by an outburst of energy 
which was accompanied by such remarkable achievements that 
the forties have come to be known as the red-letter decade in 
American annals. The outstanding feature of the ‘‘roaring 
forties,” as the decade was sometimes called, was the resistless 
drive toward the West. Men said that it was the “manifest 
destiny” of America to expand, that it was written in the book 
of fate that our power should extend clear across the con- 
tinent. And the expansionists had their will. Between 1840 and 
1850 our diplomats and our soldiers carried the flag to the 
Pacific. In 1845 Texas, with an area greater than that of 
France, was annexed and brought into the Union as a State. 
In the next year was begun a war of conquest which resulted 
in the treaty negotiated with Mexico at Guadalupe Hidalgo in 
1848. By the terms of this treaty New Mexico, California, 
and a disputed portion of the Texas territory were ceded to 
the United States, a cession that increased the public domain 
by more than a half million of square miles. In the meantime 
through diplomacy our title to the Oregon country was made 
secure (in 1846) by a treaty with England which increased 
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the area of the United States by 288,000 square miles. Thus 
within less than five years men saw the boundaries of their 
country expand with acquisitions that altogether amounted to 
considerably more than a million of square miles. 

For this feverish expansion land-hunger was largely re- 
sponsible. By 1840 much of the best land east of the Missis- 
sippi had been brought under cultivation and greedy eyes were 
looking out into the wild country that lay west of that stream. 
Even before 1840 pioneers were building up new communities 
along the banks of the upper Mississippi and along the shores 
of the Great Lakes. Into this New Northwest poured emigrants 
from every part of the Union, especially from New England 
and the Middle States. The Iowa country was the first to be 
opened up. By 1840 the settlement of this charming region had 
begun in earnest. Ferries were kept busy day and night carry- 
ing pioneers across the Mississippi and the Western rivers 
were thick with steamboats packed with passengers bound for 
the same destination. In ten years (between 1840 and 1850) 
the population of Iowa jumped from 40,000 to 200,000. And 
so it was with Wisconsin. Steamers on the Great Lakes bound 
for Wisconsin were at times so crowded that passengers were 
obliged to sleep on mattresses spread on the decks and dining- 
room floors. Milwaukee seemed to rise out of the ground over- 
night. Within a year after its foundation it grew to be a vil- 


» lage of 4,000 people, and by 1850 it had a population of over 


20,000. Wisconsin now was a State with a population of over 
300,000. 

But the westward-moving procession did not halt at the banks 
of the Mississippi. The tide of emigration in the forties flowed 
clear across the country. The Mormons in a thousand covered 
wagons left Illinois and after a long and toilsome journey set- 
tled in a valley in the Salt Lake basin and laid the foundations 
of Utah. Other pioneers after a still longer and more toilsome 
journey moved out to the Oregon country, where 10,000 Amer- 
icans were building up a community that was soon to become 
a State. But the settlement of Oregon was far less rapid than 
that of her neighbor at the South, When California came into 
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our possession as one of the prizes of the Mexican War it was 
virtually unsettled territory, but when it was learned that gold 
was abundant in the Sacramento valley men of all ages, of all 
classes, and of all nationalities dashed wildly for the newly- 
found gold fields. It is estimated that in a single year (1849) 
80,000 men reached the coast. San Francisco, a hamlet in 
1847, grew in five years to be a city of nearly 35,000 inhabi- 
tants, and a score of towns rose as fast as carpentry could build 
them. So California was ready for statehood within a few 
months after it came into our possession. It was admitted in 


Threshing by Horse-Power. 


1850 without having first passed through the territorial stage 
of government: 

Thus the westward drive of the forties was one of tre- 
mendous achievement. Eight communities emerged from the 
wilderness and were organized either as States or Territories. 
The benefits that accrued from the movement were greater 
than men could know. The political gain was immediate. The 
prompt settlement of the Oregon country and of California 
shattered completely any hopes that any foreign nation may 
have had of securing possession of the Pacific coast, and thus 
established beyond all doubt the supremacy of the United 
States on the American continent, And there were immediate 
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economic benefits. From the mines of California nearly $500,- 
000,000 worth of gold was taken between 1849 and 1856. 
This gold enabled the mints to supply the country with an ad- 
ditional volume of sound money. The extra money was needed, 
for with the expansion of the country our commerce and in- 
dustry were expanding and the conditions of business were 
requiring greater and greater amounts of currency. In addi- 
tion to the gold there were the harbors of the Pacific Coast. 
These afforded opportunities for trading in new markets. “From 
its position,” said President Polk, “California must command 
the rich commerce of China, of Asia, of the Islands of the 
Pacific, of western Mexico, of Central America, the South 
American States, and of the Russian possessions bordering on 
that ocean.” Polk’s forecast was accurate: the acquisition of 
the Pacific Coast meant that we were to send out our ships 
to the Orient and share in a trade that from the dawn of his- 
tory has been one of the greatest prizes for which men have 
contended. 

But of more value than the gold and the trade of the Orient 
was the land that came with the new acquisitions. Before these 
were made, land surely was abundant enough. In 1845 it was 
officially announced that nearly 250,000,000 acres of public 
lands were subject to entry. Before five years had passed the 
acreage of the public domain had more than doubled. And 
land was cheap as well as abundant. By a Preémption Act 
passed in 1841 the rights arising under preémption privileges 
(p. 158) were definitely stated and under the working of this 
act the settler could enter upon a tract not greater than 160 
acres, build himself a home, improve his land, and be assured 
that it would not be taken from him if he would pay for it at 
the rate of $1.25 an acre. As reasonable and as easy as these 
terms were, there was a demand that land be sold at a still 
cheaper rate. R. J. Walker, the Secretary of the Treasury, 
was for reducing the price to twenty-five cents an acre, while 
workingmen in the East called for a law that would give the 
poor man his land for nothing. But the workingman had to 
wait ; some years were to pass before Congress would consent 
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to a policy of dealing with the public domain in such a free- 
handed manner. 

The cheapness of the land and its abundance after the great 
extension in the forties brought out the settlers by the hun- 
dreds of thousands. Virtually all of the emigrants were farm- 
ers. Southern planters took out their slaves to Texas and 
raised cotton. Land-hungry men from the New England and 
the Middle States moved out into the New Northwest, into 
Iowa, Wisconsin, and the Minnesota country and raised wheat 
and corn. Thus the frontier line moved westward with the 
advance of the farmer and it moved so rapidly that agricul- 
tural expansion became the most remarkable economic feature 
of the remarkable decade. 


IMMIGRATION 


It was not only native Americans who poured out into the 
regions beyond the Mississippi. Thousands who went were for- 
eigners. For in the forties the tide of immigration that had 
flowed so long in a gentle stream became a flood. Conditions 
in Europe caused men to look abroad for new homes. In Ire- 
land in 1845 and also in 1846 there was widespread famine 
due to the failure of the potato crop. In Germany and in other 
European countries there was widespread political discontent. 
Nearly all Europe in the late forties passed through the throes 
of revolution. In the United States conditions beckoned to the 
discontented foreigners. Here were the cheap lands of the West, 
good wages, and opportunities for the employment of artisans 
in the factories and of laborers on the new canals and rail- 
ways that were being built. The journey to this land of prom- 
ise seemed easy, for steamships were now making regular trips 
across the Atlantic and the emigrant could make the long 
voyage with considerable comfort and at reasonable expense. 

As a result of these favorable conditions immigration sud- 
denly swelled to a volume that was startling in its magnitude. 
Before 1840 the annual influx of foreigners was counted by 
the tens of thousands; after that year it was counted by the 
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hundreds of thousands. In the fifty-five years before 1845 
fewer immigrants landed upon our shores than came in the 
last five years of the forties. Within the decade more than 
1,700,000 came. Of these newcomers 260,000 were English, 
435,000 were German, and 780,000 were Irish. While the vol- 
ume of this influx was surprising, there was nothing new in 
the character of the immigrants, for from the very beginning 
of our national existence, indeed from the beginning of the 
colonial period, an overwhelming majority of immigrants had 
consisted of Englishmen and Irishmen and Germans. 

These immigrants contributed in a powerful manner to the 
economic development of the country. Among them were 
mechanics, miners, weavers and spinners, engineers, millers, 
stone-masons, printers, hatters, bakers. A great majority, how- 
ever, were classed as farmers and laborers. All, whether arti- 
sans or laborers or farmers, came to a country in which there 
was plenty of work to do and in which the laborer was deemed 
worthy of his hire. The artisans went into the factories of 
the East and supplied places made vacant by Americans who 
“were migrating to the West, thus making it possible for the 
manufacturer to keep the wheels whirring. The laborers found 
work on the canals and railroads. The farmers made their 
way out to the regions of cheap lands. In all cases the stran- 
gers accommodated themselves to their environment and were 
assimilated into the main body of American life. 


INVENTIONS 


Whether in the East or in the West the prosperity of the 
time was due largely to the progress of invention. For the 
inventive genius of man was now becoming one of the most 
powerful of economic factors. We have seen how inventions 
led to an industrial revolution in England and how Whitney’s 
cotton-gin shaped the economic destinies of the South. In con- 
tributing labor-saving devices and in discovering new processes 
in the manufacturing arts Americans could be relied upon to 
do their share. In fact, Yankee wit the world over was prover- 
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bial. Even England acknowledged her indebtedness to Yankee Vankes 
inventiveness, as was shown by the following extract from an Wit 
inquiry made by the House of Commons in 1841: “I should say 

that the greatest portion of new inventions lately introduced 

into this country have come from abroad. ... I apprehend 

that a majority of the really new inventions, that is, of new 

ideas altogether in the carrying out of a certain process by 
machinery, or in a new mode, have originated abroad, es- 
pecially in America.” 


Early Experiments with the Telegraph. 


At no previous time had Yankee wit been more active than 
it was in the forties, for never before had so many patents 
been issued as in this period. Between 1840 and 1850 the rush 
of business at the Patent Office in Washington was so heavy 
that the commissioner’s work of recording the patents fell 
behind in a way that caused serious embarrassment. During Patents 
the forties about 6,500 patents were granted. The reward of 
the inventor was an exclusive right to make, use, and sell his 
invention or discovery throughout the United States for a 
term of fourteen years, a term that in certain cases could be 
extended for a period of seven years. 


The Plow 
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The patents related to almost every field of human endeavor. 
Most of them secured the rights of inventors to new kinds of 
machines and to new mechanical devices. While every form of 
industry felt the benefits of the new machines, it was the 
farmer who profited most. The crude and awkward plow that 
had been in use for 
centuries (p. 47) was 
cast aside for a really 
efficient implement. 
This was supplied by 
Jethro Wood, who as 
early as.1814 began to 
take out patents for 
improved plows and by 
1825 had constructed 
an iron plow, the sev- 
eral parts of which— 
the point, the share, 
and moldboard—were 
so fastened together 
that when one piece 
wore out or was broken 
it could readily be re- 
placed by another. 
Wood’s plow was what 
the farmer needed and 
by 1840 it was coming 

Shelling Corn by Hand. into general use. Its 

inventor met with much 

opposition and suffered much injustice through infringements 

upon his patent, yet he was a great benefactor of mankind. 

“No citizen of the United States,” said William H. Seward, 

“has ever conferred greater economical benefits on his country 
than Jethro Wood.” 

But one great invention often calls for another. Just as 
Arkwright’s spinning-jenny called for Cartwright’s power loom, 
so the improved plow of Jethro Wood called for an improved 
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implement for cutting grain. For the iron plow made it pos- 
sible for farmers to raise fields of wheat vastly larger than 
could be cut within the brief period of harvest-time with the 
old-fashioned scythe. In the Middle West great fields of ripe 
wheat were sometimes devoured by hogs and cattle because 
there were not laborers enough to harvest the crop. Even though 
the farmers and their wives and children worked day and night, 
the grain could not be cut. And after it was cut the wheat had 
to be threshed from the straw by flails or tramped out by the 
feet of oxen or horses. So the farmer needed both a cutting 
machine for his wheat and a thresher. Invention soon came to 
his aid. By 1840 there appeared a threshing-machine which was 
propelled by horse power and which separated the grain from 
the straw. At first the separation was not complete; grain, chaff, 
and straw were left mixed together. By 1850, however, the 
thresher had been so far improved that the grain came out 
from the machine free of all chaff and straw. But more impor- 
tant than the new threshing-machines were the reapers that 
were now appearing. Inventors both in Europe and America 
had long been taxing their wits to give the farmer the kind 
of reaper he needed, and after many years of experiment an 
American succeeded in making the first machine that would 
actually cut grain. In 1834 Cyrus McCormick, a blacksmith 
living in the rich grain-growing valley of the Shenandoah in 
Virginia, took out a patent for a reaper which did its work in 
a successful manner and which after certain improvements had 
been made could cut as much grain as a dozen men working 
with scythes. McCormick, seeing the West was the natural 
home for his reaper, moved (in 1847) to the rapidly growing 
town of Chicago, built a factory and began to make reapers. 
In less than a year he had orders for 500 machines and before 
ten years had passed 25,000 were in use. 

It was not only the farmer who profited by invention at 
this time. For the outburst of inventive genius was felt through- 
out the entire industrial field. Piece by piece, in response to 
the needs of the factory system and to the requirements of 
large-scale production, existing machines were perfected. More- 
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over, several new machines of marvelous efficiency were in- 
vented. S. F. B. Morse, after experimenting with batteries and the Tele- 
wires for years and after many failures and much bad luck, yee: 
at last completed a clumsy apparatus which would send a 
current of electricity along a wire and make signals at a dis- 

tance. In 1844 in the twinkling of an eye a message was sent 

along a wire from Washington to Baltimore. Thus the day of 

the telegraph had arrived and the first step in making the 
world a huge whispering gallery had been taken. The news that 

could now be gathered far and wide could be printed with 
lightning-like rapidity, for in 1846 Robert Hoe brought oui ahere 
his rotary press, a machine that not only revolutionized the Press 
art of printing but also led to the manufacture of paper in 
quantities never before known. Still another invention of 

this decade was a machine that could sew. The demand for the 
such a machine was pressing, because as the weaving machines Machine 
became more efficient the quantity of cloth produced became 
greater than could be sewn into garments with the old-time 
needle. But here again the inventor was equal to the occasion. 

In 1846 Elias Howe completed a machine that could sew at 

the rate of two hundred and fifty stitches a minute, about seven 

times as fast as sewing could be done by hand. Howe reaped 

a golden harvest with his invention. His sewing-machines were 
manufactured by the hundreds of thousands, and his profits 
amounted altogether to more than $2,000,000, 

The influence of these inventions was felt throughout the the 
civilized world. The new farming implements produced a revo- Gftne” 
lution in agriculture just as machinery had produced a revo- Yentions 
lution in the manufacturing industries. The immediate effect of 
the improved plow and the reaper was a rapid extension of 
the area of American agriculture. It has been said that the 
reaper alone carried the frontier line westward at the rate 
of thirty miles a year. But it was not only in America that the 
effect of the reaper was felt. Thousands of McCormick ma- 
chines were sent abroad with the result that the grain supply 
of the whole world was increased and the people of the whole 


world were better fed. The sewing-machine also had manifold 
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benefits to confer upon mankind. It lightened the labor of 
millions of women in their homes and it led to the development 
of a ready-made clothing industry. Like the reaper, the sewing- 
machine found its way to foreign countries with the result 
that the people were everywhere better clad. Likewise, the 
telegraph had an importance that it would be difficult to over- 
estimate. Morse’s invention was received with unusual favor 
and it was not long before it was in use in all parts of the 
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globe. It was of great service in the dispatching of trains and 
without it an extensive railroad system would hardly have 
been possible. But it was in the field of business that the eco- 
nomic influence of the telegraph was most strongly felt. Now 
that the business man had at his command an instrument with 
which he could annihilate both time and distance and keep in 
touch with all parts of the country, his power to bargain and 
plan and superintend was increased enormously. The result 
was concentration and bigger business; with the appearance 
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of the telegraph the old decentralized organization of com- 
merce and industry began to give way to the forces of cen- 
tralization. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Explain this sentence: “President John Adams’ father when he was 
a young man beheld an American civilization which extended only a 
few miles back from the Atlantic seaboard; President John Adams’ son, 
when he was an old man, beheld an American civilization that extended 
from the Atlantic to the Pacific seaboard.” 

2. Name the States that were admitted and the Territories that were 
A ae 1835 and 1850. (Table 2.) Where was the frontier line 
in 1650! 

3. Was the Mexican War a war of aggression? What acquisitions of 
territory did we make by that war?. Suppose we had not made them 
would North America have suffered in an economic sense or would it 
have gained? 

4. “Necessity is the mother of invention”: illustrate the truth of this 
old saying. 

5. What invention brought about a revolution in the house? Read in 
the class the “Song of the Shirt.” 

6. Why was the South unable to make full use of all the new inven- 
tions in agricultural machinery? 

7. To what extent was the influence of the new inventions of the 
forties seen in the total of agricultural products? (Table 12.) 

8. Sketch the life of each of the great inventors mentioned in this 
chapter. 

9. Expansion: Garrison: 3.43. 

10. The Texan Question: Garrison, 85-97. 

11. Trans-Mississippi Advance before 1860: Faulkner, 208-211. 

12. The Frontier of the Forties: Paxson, 392-4090. 

13. Application of Machinery to Agriculture: Bogart, 277-281; Faulk- 
ner, 233-236; Van Metre, 329-333. 

14. The Sewing Machine: Van Metre, 335-337; Forman, Stories of 
Useful Inventions, 129-136. 
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XIX 
THE ECONOMICS OF THE SLAVERY PROBLEM 


The study of slavery leads to the feeling that in this instance the: 


mantle of charity cannot be too broad: it needs to be stretched over both 
North and South. For all slave-owners were not vicious: all anti- 
slavery men were not enemies or wishers of evil to the South—F. E. 
Chadwick. 


While the nation at the end of the forties was responding to the 
forces which have just been described, it was at the same time being pro- 
foundly agitated by the question of ‘slavery extension. The dissension 
that arose over the question was so bitter that the ties of party, of 
friendships, and of business associations were sundered and great reli- 
gious denominations were split in twain. Since this is so, we shall do well 
at this point to draw near and take a close view of the economic aspects 
of slavery as it existed about 1850. 


THE EXTENT AND IMPORTANCE OF SLAVERY 


When the question of slavery extension was brought up 
sharply before the country in 1850 there were fifteen States— 
Delaware, Maryland, Virginia, North Carolina, South Carolina, 
Georgia, Florida, Alabama, Mississippi, Louisiana, Tennessee, 
Kentucky, Missouri, Arkansas, and Texas—in which slavery 
was lawful. The total population of the slave States was 
something less than 10,000,000, the whites numbering a little 
more than 6,000,000, the slaves a little more than 3,000,000 
and the free negroes about 250,000. The property 
value of the slaves was about $2,000,000,000. The total number 
of slaveholders was something less than 350,000. In the slave 
States, therefore, only about one white person in eighteen was 
the owner of one or more slaves. One-fifth of the masters 
owned only one slave each; a majority of them owned less than 


five each; about 8,000 of them owned more than fifty each.) 


While the area of the slave States was actually very great, 
there were in the South vast stretches of territory in which 


slavery either did not exist at all or existed to a very limited 
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degree. Fully nine-tenths of the landowners of the South were 
small farmers cultivating without slave labor from fifty to a 
hundred acres of land. Lying in the western portions of Vir- 
ginia and North Carolina and in the eastern portions of Ken- 
tucky and Tennessee there was a contiguous, compact district 
which embraced 75,000 square miles of territory and contained 
more than 1,000,000 inhabitants, of whom only about 100,000 
were slaves. Moreover, in every Southern State there. were 
districts in which the slave population was so very small as to 
be almost negligible. Such districts were occupied by farmers 
who as a class were distinguished from the planters. The farm- 
ers occupied regions that were not suitable for the growth 
of cotton and devoted their energies chiefly to the raising of 
cattle and to the cultivation of corn and wheat. The farmer 
had little use for slaves, because their labor was not especially 
profitable. In thousands of cases he got along without any 
slaves at all. Often, however, he employed two or three and 
when he did so he worked in the fields by their side. “Should 
you go,” said a writer describing conditions on the Southern 
farm, “among the hardy yeomanry of Tennessee, Kentucky, 
or Missouri, whenever or wherever they own slaves (which in 
these States is not often the case), you will invariably see the 
negroes and their masters ploughing side by side in the fields ; 
or bared to the waist, and with old-fashioned scythe vieing with 
one another who can cut down the broadest swath of yellow 
wheat, or of the waving timothy.” The number of slaves owned 
by the slave-holding farmer was always small. It could never 
be large, for it was only on the cotton plantation that slaves in 
great gangs could be employed to advantage. 

(The prosperous Southern farmer was usually a man who in 
the struggle with the planters for the possession of land—a 
struggle to which attention has already been called (p. 164)— 
had managed to hold on to a good farm. But in this struggle 
there were thousands who had either been left landless or had 
been compelled to take land that was so worthless that its pos- 
session was a burden. This impoverished class, known through- 
out the South as the “poor whites,” eked out a wretched ex- 
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istence on the fringe of civilizati ion) “Driven off the fertile 
lands,” says J. F. Rhodes, “by the encroachments of the planter, 
or prevented from occupying the virgin soil by the outbidding 
of the wealthy, they farmed the worn-out lands and gained a 
miserable and precarious subsistence. As compared with la- 
borers on the farms and in the workshops of the North, their 
physical situation was abject poverty, their intellectual state 
utter ignorance, and their moral condition grovelling baseness.” 
The poor whites were almost exclusively shut out from the in- 
dustrial world for the reason that the slave system required 
the presence of but few white laborers. Often the poor white 
was a mere bootlegger for the slaves, exchanging whisky for 
something which the slave had stolen from his master. 

The poor white, therefore, held an insignificant place in the 
life of the South. Nor was the place held by the Southern 
farmer of any great significance. The men who really directed 
and controlled the economic life of the South were the plant- 
ers who cultivated the cotton lands and employed slave labor. 
For cotton was the mainstay of Southern prosperity and sla- 
very was the basis of the industrial system of the South.‘ Sla- 
very, too, affected in a powerful manner the ecohomic struc- 
ture of the whole nation. Slaves raised the cotton that was the 
backbone of our foreign trade, they supplied the mills of the 
North with cotton and they consumed the foodstuffs that the 
West sold in the South (p. 181). By 1850 the South was get- 
ting rich by selling its cotton to the East; the West was getting 
rich by selling its grain to the South; and the East was getting 
rich by selling its wares to the South and West. Since cotton 
was the chief support of all this trade and since slave labor 
was the reliance of the planter, it is easy to see that the slave 
system was of supreme importance not only to the South but 
to every section of the country. “To the institution of domestic 
slavery,” said a Southern leader, “is attributed as much as to 
any other single cause the rapid advance of our couritry in its 
career of prosperity, greatness, and wealth.” And he was 


right; every part of the Union shared in the benefits that 
flowed from the labor of slaves. 
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THE ADVANTAGES AND DISADVANTAGES OF THE 
SLAVE SYSTEM 


There were many in the North who contended that the eco- 
nomic benefits of cotton would have been greater had it been 
cultivated by freemen instead of by slaves. What were the 
merits of this contention? Was slavery an economic blessing or 
was it an uneconomic institution? Without doubt the system 
had its advantages. For one thing, absolute ownership gave to 
the master every cent of profit that accrued from the labor of 
the slave, for the slave received no wages. Where the cultiva- 
tion of cotton was concerned this profit was growing more and 
more attractive. The average value of the cotton annually 
raised by a single slave rose from something like $30 in 1840 
to something like $50 in 1850. Then it was thought that the 
climate of the cotton belt was unfavorable to free labor; that 
only negro slaves could be profitably employed in the burning 
heat of the cotton fields. But the greatest economic advantage 
of slavery was the opportunity it afforded for complete or- 
ganization: where the planter owned his laborers he could 


organize them so as to prevent waste and at the same time se- 


cure the best possible results in the way of production. Just as 
organization had been the key to success in tobacco culture in 
colonial times (p. 78), so it was the key to success in the cul- 
tivation of cotton. 

_ The disadvantages of slave labor may be summed up as fol- 
lows :! (1) it was given reluctantly, for the efforts of the slave 
were apt to relax the moment his master’s eye was withdrawn ; 
(2) it was unskillful, because the slave, receiving no benefits 
from his work, had no inducement to self-improvement or to 
the exertion of his higher faculties; (3) it lacked versatility, 
because the ignorance of the slave prevented him from learn- 
ing new branches of industry and from adapting himself to 
new situations; (4) it required a supervision which was ex- 
pensive, for in order to keep the slaves at their tasks it was 


1See J. E, Cairnes, The Slave Power, pp. 38-45. 
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necessary to employ white overseers to whom high salaries 
had to be paid. 

It should also be set down as an economic disadvantage of 
slave labor that as compared with free labor it was expensive. 
For it must not be thought that slave labor was cheap, for it 
was not. Where the slaves were purchased there had to be an 
outlay of capital that was unnecessary under a system of free 
labor. In 1850 a good slave was worth from $1,000 to $1,500. 
Where the slaves were born and reared on the plantation their 
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nurture from the time of their birth until the time they were 
able to work was a costly affair. In any case the slave had to 
be housed, fed, clothed, nursed, and cared for in sickness and 
supported in his old age. If a slave died before his days of 
usefulness were over, a heavy loss was incurred. In addition to 
the expenses that could not possibly be avoided there were 
others that many masters regarded as belonging to a wise and 
economical management of a plantation. Often a church was 
built for the slaves and a preacher employed. Extra suits of 
clothes for Sunday wear were given. Presents of money at 
Christmas time were made. Besides his Sundays the slave had 
Christmas week and several days in summer for leisure. Even 
the amusements of the slave were frequently a source of ex- 
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pense to the master. “I must not omit to mention,” said a mas- 
ter describing the management of his plantation, “that I have 
a good fiddler and keep him well supplied with catgut, and I 
make it his duty to play for the negroes every Saturday night 
until twelve o’clock.’’ Thus at every step the slave proprietor 
was confronted with a class of expenses and losses which the 
employer of free labor escaped entirely. 

But the weakest feature of the slave system was seen in the 
injurious effects which it had upon the accumulation of capital. 
The accumulation of capital in a community depends largely 
upon the savings of the people of the community. Now in the 
South the great body of people, that is, the slaves, had nothing 
to save; since there was no large class of wage-earners there 
was no wage fund from which savings could be made. The 
ability to save resided chiefly in a small group of planters. But 
the planters failed to order their affairs with the view of ac- 
cumulating capital. Instead of trying to save they were disposed 
to spend their money in maintaining a luxurious and expensive 
style of living. Besides spending lavishly on themselves in the 
South they made long visits to fashionable centers in the North 
and in Europe, where their expenses usually played havoc with 
their incomes. The portion of the planter’s income that was not 
spent for keeping up his domestic establishment and for per- 
sonal indulgence was apt to be used for the purchase of more 
slaves and more land. For the ambition of every planter was 
“to raise more cotton, to buy more negroes; to buy more ne- 
groes, to raise more cotton.”), Ther result of this “vicious circle” 
was to build up a civilization in which land and slaves were 
everything and all other forms of wealth were nothing. To ab- 
sorb all the savings in the purchase of land and slaves was to 
keep capital away from manufacturers, from commercial enter- 
prises, from banking institutions, from canals and railroads and 
steamboat lines, and to do this was to prevent the building up 
of wealthy communities in which the economic blessings which 
flow from capital might be diffused throughout the whole body 
of the population,) So when it was said that the South was 
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growing rich it was meant only that she was growing rich in 
land and slaves, for her riches consisted in these and in these 
alone,_/ 

The blighting effects of this kind of growth —and the slave 
system admitted of no other kind—were depicted in 1853 by a 
Southern writer in the following passage: “If one unacquainted 
with the present condition of the southwest, were told that 
the cotton-growing district alone had sold the crop for fifty 
millions of dollars per annum for the last twenty years, he 
would naturally conclude that this must be the richest com- 
munity in the world. He might well imagine that the planters 
all dwell in palaces, upon estates improved by every device of 
art, and that their most common utensils were made of the 
precious metals; that canals, turnpikes, railways, and every 
other improvement designed either for use or for ornament, 
abounded in every part of the land; and that the want of money 
had never been felt or heard of in its limits. He would con- 
clude that the most splendid edifices dedicated to the purposes 
of religion and learning were everywhere to be found, and that 
all the liberal arts had here found their reward and a home. 
But what would be his surprise when told, that so far from 
dwelling in palaces, many of these planters dwell in habitations 
of the most primitive construction, and these so inartificially 
built as to be incapable of protecting the inmates from the winds 
and rains of heaven; that instead of any_artistical improve- 
ment, this rude dwelling was surrounded by cotton fields, or 
probably by fields exhausted, washed into gullies and aban- 
doned ; that instead of canals, the navigable streams remain un- 
improved, to the great detriment of transportation; that the 
common roads of the country were scarcely passable; that the 
edifices erected for the accommodation of learning and religion 
were frequently built of logs, and covered with boards; and 
that the fine arts were but little encouraged or cared for. Upon 
receiving this information, he would imagine that this was 
surely the country of misers—that they had been hoarding up 
all the money of the world, to the great detriment of the bal- 
ance of mankind, But his surprise would be greatly increased 
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when informed, that instead of being misers and hoarders of 
money, these people were generally scarce of it, and many of 
them embarrassed and bankrupt.’ 

But whether the growth of the South was one-sided or 
many-sided, whether slavery was economical or uneconomical, 
were questions with which the planters did not allow them- 
selves to be deeply concerned. They believed that the prosperity 
of the South depended upon slave labor, and that was enough. 
They acknowledged that slave labor was expensive, but how, 
they asked, were they to secure the labor of freemen? The 
“poor whites” of the South would not work side by side with 
the blacks, nor would free and independent workmen come 
down from the North and do so. If the cotton fields were to be 
tilled by free labor it would have to be by the labor of emanci- 
pated slaves. But in universal emancipation the planters saw 
dangers which they did not care to face. They felt that to let 
loose three millions of free negroes in the South would plunge 
the industrial system of that section into chaos. And in this 
view they were supported by men who lived in the North and 
who had no sympathy with slavery. “The subjection of the 
negroes of the South to the mastership of the whites,” said 
Frederick Law Olmsted, the best-known writer on slave con- 
ditions and an opponent of slavery, “I still consider justifiable 
and necessary and I fully share the general ill-will of the peo- 
ple of the North toward any suggestion of their interfering po- 
litically to accomplish an immediate abolition of slavery... . 
An extraction of the bullet does not at once remedy the injury 
of a gun-shot wound; it sometimes aggravates it.’’ Thus even 
in the North in 1850 a general emancipation of the slaves was 
not thought to be desirable. To the minds of the Southern 
planters the idea of abolition was abhorrent. They regarded 
slavery as an institution which was absolutely necessary for 
the well-being of Southern society and which in the nature of 
things was destined to be permanent. 


2 Quoted in Callender’s Economie History of the United States, p. 790. 
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THE PROBLEM OF SLAVERY EXTENSION 


Believing that slavery was a positive good and that the bene- 
fits of the institution were diffused over the whole nation, the 
slaveholders held tenaciously to the view that they had the 
right to carry their slaves into new territory. For more than 
a quarter of a century this question of slavery extension was 
settled by the compromise law of 1820, which drew the line 
separating free soil from slave soil (p. 167). But the agitation 
of the abolitionists on one side and the desire of the slaveholders 
for new land on the other made a permanent settlement of the 
question impossible. In 1846 when a bill was on its passage 
through Congress giving the President money to aid him in 
his plans for acquiring New Mexico and California, David 
Wilmot, an anti-slavery man of Pennsylvania, proposed to 
insert in the bill a proviso the purpose of which was to ex- 
clude slavery from any part of the territory which might be 
acquired. The proviso was not inserted, yet it had the effect 
of bringing the slavery question squarely before the people of 
the whole country. That question was: Should the area of slave 
territory be extended? As might have been expected, opinion 
in regard to the question ran along sectional lines. In the South 
the sentiment was all in favor of slavery extension; in the 
North the people were strongly for the proviso. 

The practical politicians of the day would gladly have avoided 
the question raised by the proviso, but they were not allowed 
to avoid it. Two years after it was first proposed by Wilmot 
there was held at Buffalo a convention of Free Soilers who met 
the slavery question fairly and without any mincing of words. 
They resolved: “That we accept the issue which the slave power 
has forced upon us; and to their demand for more slave 
States and more slave territory our calm but final answer is: 
No more slave States and no more slave territory. Let the soil 
of our extensive domain be kept free for the hardy pioneers of 
our land and the oppressed and banished of other lands.” 

The challenge of the Free Soilers was not accepted immedi- 
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ately, for men were not as yet quite ready to take sides on the 
slavery question. Nevertheless the question was uppermost in 
the public mind and soon it was at the forefront of politics de- 
manding a solution. In 1850 a solution was attempted. In a 


spirit of give and take, Henry Clay came forward in Congress A 


with a set of resolutions the declared purpose of which “was to 
settle and adopt amicably all existing questions of controversy 
arising out of the institution of slavery, upon a fair, equitable, 
and just basis.” In 1820 Clay had assisted in the enactment of 
the Missouri Compromise; now again he was for a compro- 
mise. His plan was to admit California as a free State; to or- 
ganize New Mexico and Utah as Territories and provide that 
when ready for statehood the Territories should be admitted 
into the Union with or without slavery as their constitutions 
might prescribe at the time of their admission; to pass a strong 
fugitive slave law, one that would enable the master to retake 
his runaway slave; to abolish the slave trade in the District of 
Columbia. One by one the several parts of his plan became law, 
each part being enacted separately. Collectively the laws are 
sometimes known as the Omnibus Bill, sometimes as the Com- 
promise of 1850. 

The compromise acts were accepted in the South in a half- 
hearted reluctant way although they brought little satisfaction 
to the slaveholders. The planters felt that the effect of the leg- 
islation was to confine the area of slavery forever within the 
limits which had already been fixed and they believed that thus 
to restrict the area of slavery was to strike a deadly blow at 
the cotton industry. Successful cotton culture, they believed, 
required fresh land, and they were always either enlarging their 
_plantations or abandoaing them and emigrating to unopened 
districts. As late as 1856 an Alabama man and a supporter of 
slavery wrote: “Our small planters, after taking the cream 
off their lands, unable to restore them by rest, manures, or 
otherwise, are going further west and south, in search of other 
virgin lands, which they may despoil and impoverish in like 
manner. Our wealthier planters, with greater means and no 
more skill, are buying out their poorer neighbors, extending 
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their plantations, and adding to their slave force.” Thus it was 
the firm conviction of the planters that the life of the slave 
system and the prosperity of the cotton industry depended upon 
the expansion of slave territory. It was natural, therefore, that 
they should be displeased with the compromise acts, for it 
seemed to them that the ultimate effect of these acts would be 
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The Results of the Compromise of 1850. 


to hem slavery in, and to hem it in they feared would in the 
end ‘destroy it. 

Presently, however, events began to shape themselves in a 
way that caused the slaveholders to take hope. In 1854 the Mis- 
souri Compromise (p. 167) was repealed by the passage of 
the Kansas-Nebraska Act and the territory which comprised 
what are now the States of Kansas, Nebraska, North Dakota, 
South Dakota, Montana and parts of Wyoming and Colorado 
was thrown open to slavery. The new law did not actually es- 
tablish slavery within the region that had been reserved for 
freedom but it allowed the settlers of each of the new Terri- 
tories that might be organized within it to determine for them- 


7 
’ 


ECONOMICS OF THE SLAVERY PROBLEM (axl 


selves whether they should have slaves or not. Although the 
enactment of the law was in the main a bold move on the chess- 
board of practical politics an economic factor was nevertheless 
involved. For at the time there was an agitation for a trans- 
continental railway, the commercial interests of the Northwest 
demanding a line that would pass through the Nebraska coun- 
try and the South demanding a more southerly route. But when 
the planters saw the chances for extending slavery under the 
Kansas-Nebraska Act they renounced their claims to the rail- 
road and flew to the bill as a moth to the candle. The repeal of 
the Missouri Compromise, which in itself was a gift to slavery 
greater than the South had ever hoped for, was quickly fol- 
lowed by a gift which was even more surprising. This was a 
decision rendered in 1857 by the Supreme Court of the United 
States in the Dred Scott case. In this decision the court de- 
clared that the Missouri Compromise was contrary to the Con- 
stitution and that Congress had no more right to prohibit the 
carrying of slaves into any State or Territory than it had to 
prohibit the carrying of horses or any other property. Thus 
Congress was stripped of every right and power in regard to 
the extension or restriction of slavery. The decision virtually 
said to the opponents of slavery that even if they should suc- 
ceed in gaining control of Congress they could not prevent the 
extension of slavery, and it virtually said to the slaveholders 
that they could take their slaves out into the unsettled West 
and receive the full protection of the Constitution of the United 
States. 

Although on its face the Dred Scott decision was a com- 
plete victory for the slaveholders; it in fact settled nothing. 
For by the time it was handed down the nation was well along 
in a death struggle between the enemies and friends of sla- 
very. The passage of the Kansas-Nebraska Act brought into 
life the Republican party, which was organized with the ex- 
press purpose of preventing the extension of slavery, the battle 
to be continued until the contest should be terminated. In 1856 
the new party polled 1,342,000 votes and four years later it 
elected Abraham Lincoln on a platform which vigorously de- 
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nounced the doctrine proclaimed by the Dred Scott decision, 
and which declared for the exclusion of slavery from the Ter- 
ritories. But the problem that faced the country could not be 
solved peacefully at the polls. The. long struggle had created 
so much bitterness between the North and the South that the 
two sections could no longer trust each other. Distrust made 
compromise impossible and the question had to be settled by 
war. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. What advantages does the employer of free labor have over the 
employer of slave labor? 

2. In what respects was the slave better off than the wage-earner? 
In what respects was the wage-earner better off than the slave? Which 
is better, liberty or bread? 

3. Was the backwardness of the South’s economic development due to 
a lack of natural resources? 

4. Name the economic benefits that the North derived from slavery. 

5. Was there as much slavery in the world in 1850 as there was in 
1750? Outside of the United States what was the attitude of the leading 
nations toward slavery in 1850? Was it likely that the planters if they 
had been let alone would have emancipated their slaves? 

6. Describe the economic life of the region in which Abraham Lin- 
coln lived when he was growing into manhood and compare it with the 
economic life of the region in which Jefferson Davis lived when he was 
growing into manhood. 

7. Why was it to the master’s interest to treat his slaves well? 

8. The Slave Market: Hart, 123-135. 

9g. The Cotton Kingdom: Sanford, 188-190. 

10, Slave Labor and Cotton: Bogart, 290-301; Faulkner, 364-366. 

11, Advantages and Disadvantages of Slavery: Faulkner, 366-370. 

12. Slavery as an Economic System: Hart, 49-66. 
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The West is no longer the West, nor even the great West; it is the 
great Centre. .. . Before the census of 1860, the whistle of the locomo- 
tive and the roar of the rolling train will be heard at nearly every house 
and hamlet of the wide central plain, and no one but a hermit will be 
willing to live beyond the cheering sounds—De Bow’s Review in 1853. 
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While the slavery question was hovering over the country like a 
dreadful cloud the economic interests of the nation were gathering 
strength. Three new factors of progress especially began to operate 
in the decade that preceded the Civil. War: (1) railroads were being 
built with amazing rapidity; (2) foreign commerce was increasing at 
a rate never before known, its growth being due largely to a new 
foreign demand for American grain; and (3) the manufacturing in- 
terests were stimulated in a remarkable manner by the introduction of 
new machinery and by the presence of an unusual supply of job- 
seeking workers. 


THE TRONK«LINES 


As we have already learned, the earlier railroads, being short 
lines designed simply as feeders to lakes and rivers and canals, 
were of no very great importance in the transportation system 
(p. 180). In the fifties, however, the railroad began to take its 
place as one of the most powerful of all economic agencies. 
About 1850 trunk lines carrying freight and passengers from 
the seaboard to the interior basin began to be built. The first 
of these lines, now the Erie Railroad, ran through southern 
New York from the Hudson River to Lake Erie and was 
opened in 1851. By 1853 ten short railroads extending from 
Buffalo to Albany had been united into a single system called 
the New York Central, and the Hudson River Railroad, ex- 
tending from New York City to a point opposite Albany, had 
been built. Thus two lines now extended from the mouth of the 
Hudson to the Great Lakes. By this time also the Pennsylvania 
Railroad had reached Pittsburgh and the Baltimore and Ohio 
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had climbed over the Alleghanies to Wheeling. Before the 
decade was half gone swift iron horses were running over 
smooth iron roads from New York to St. Louis and from 
Charleston to Chattanooga, and before the decade ended a 
road had been built from Chattanooga to Memphis. Thus 
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A Railroad Map of 1850. 


Southern ports as well as Northern had been connected by 
trunk lines with the Mississippi. 

While the trunk lines were being pushed to completion the 
building of branch lines was carried forward with great en- 
ergy. Especially was this true of the Middle West. Here the 
prairies invited the construction of railroads. “For hundreds 
of miles,” said an observer, “you have only to raise the turf 
and lay your sleepers; for hundreds of miles you need neither 
grading nor bridging ; no engineering ; hardly any surveying. In 
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one long unwavering line your iron road passes over the level 
plain.” Taking advantage of these favorable conditions the 
builders quickly spread a network of railways over Ohio, In- 
diana, Illinois, and Michigan. By 1860 Illinois had a greater 
mileage of railroad completed than any other State in the 
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A Railroad Map of 1860. 


Union. By this time, too, much of the land beyond the Missis- 
sippi River had been brought into easy railroad communica- 
tion with the cities of the Atlantic seaboard. 

As a result of this feverish activity the railroad mileage of 
the country increased from less than 10,000 miles in 1850 
to more than 30,000 in 1860.1 The expense of construction was 


1Panic of 1857. The mileage was really greater than was required by the 
immediate necessities of transportation and many of the railroads failing to earn 
dividends went into bankruptcy. This excessive railroad construction together 
with an over-investment in land had a great deal to do in bringing on a depression 
known as the panic of 1857. This crisis was of short duration and its effects were 
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of course enormous, but the railroad had now become popular 
and financial assistance came from many directions. Large sums 
were contributed by private’capitalists. Not only Americans but 
foreigners also invested freely in railroad enterprises. The farm- 
ers. along a proposed line willingly subscribed because a rail- 
road meant an outlet for their products and an increase in the 
value of their land. Often a city that expected to be benefited 
by a proposed road assisted by buying its stocks and bonds. In 
some cases the State government gave substantial help either in 
the form of cash or in the form of a liberal charter, for it was 
from the State that a company received the charter which gave 
it the right to build the road and engage in the carrying of 
freight and passengers. The federal government also extended 
a helping hand. In the West large tracts of valuable public 
land were given to the railroads. In 1850 the Illinois Central, 
which connected the lower South with Chicago, received a gift 
of nearly three million acres of the public domain. But these 
federal land grants were not given directly to the railroad com- 
panies. At this time when the federal government wished to 
assist railroad building with a gift of land it granted it not to 
the company but to a State on the condition that the State 
donate it again to railroad companies as an aid in building new 
lines. 

In Congress and outside it was urged that the federal gov- 
ernment should go further and give its lands outright to com- 
panies planning to build lines to the Pacific Coast. The demand 
for a transcontinental railroad became insistent as soon as gold 
was discovered in California in 1849, and between 1850 and 
1860 several bills were introduced in Congress providing for 
land grants to aid in the construction of such a road. None of 
these bills passed, however, because there was always disagree- 
ment as to the route which the proposed road should take. The 
South wanted a Southern route, and it was largely with the 
view of securing a suitable railway for a southern transcon- 
tinental line that the United States in 1854 acquired by treaty 


felt chiefly in railroad and banking circles. In less th i 

, an three years good times 
had returned and hardly a trace of the panic was visible. In 1Béy a_ slight 
reduction was made in the tariff (p. 191) and some writers assert that the 
change was partly responsible for the financial crisis of that year. 
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54,000 square miles of Mexican territory known as the Gads- 
den Purchase. While sectional difficulties caused the postpone- 
ment of this and all other schemes for transcontinental rail- 
road building, the postponement could not be for long. The 
country beyond the Mississippi had no navigable streams of 
any consequence and the 
railroad was its only hope. a 
“For the West there was [2 =?—— 
nothing between the creep- |.) Cae 
; § ILLINOIS 

ing pace of the can- 
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railway express.” 

The effects of the rail- 
road development of the 
fifties were felt in all parts FARMING Say WOOD 
of the country and in every 
branch of industry and 
trade. For one thing, the 
new lines acted as a spur to % 
the westward movement. . ee ous 
No sooner did the trains LL A WN D S 
begin to carry passengers to IN TRACTS OF FORTY ae AND UPWARDS, 
points beyond the Missis- |: Ae SE 
sippi than multitudes of 
home-seekers began t0- [qo wren ssenro.me spruce ¢ 
swarm over the vacant ERE OT ALE OF IEEIN OF 4 Tt 
lands. The increase of 
population in the West be- A Railroad Advertises Land for Sale. 
tween 1850 and 1860 was 
over 4,000,000. Much of this increase was due to immigra- The 
tion, for the great steamships that were now plowing the ocean of the 
were crowded with immigrants, thousands of whom upon Railroads 
landing started straight for the West, making the journey upon 
railroads that carried them far out into unsettled regions. For 
another thing, the trunk lines changed the character of the 
traffic between the East and the West. Before 1850 it was only 
over the Erie Canal that it was profitable for the Western farm- 
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er to ship his products to the East. After the trunk lines were 
built, agricultural products of every kind could be carried at 
reasonable rates to any part of the seaboard. By 1860 the prac- 
tice of driving Western cattle overland to Eastern markets 
ceased (p. 72), for the railroads furnished a cheaper method of 
transportation. Still another effect of the trunk lines was to 
give a new direction to trade movements in the Ohio Valley. 
Before 1850 the trade of this extensive region had a natural 
tendency to flow toward New Orleans (p. 172). But now the 
commercial glory of that city began to fade. The trunk lines 
gave a cheap, fast, and direct route to the East, with the result 
that much of the river trade that had hitherto found its way 
to the Gulf ports was captured by the railroads and carried 
overland to points on the Atlantic seaboard. Last, but not least, 
was the effect which the railroads had upon the national wealth, 
Wherever a railroad was built it gave an added value to the 
land of the district through which it passed. In most cases this 
increase was many times greater than the cost of the road. 
For example, it was found that a certain railroad which cost 
$20,000 a mile increased the value of a belt of land ten miles 
wide lying upon each side of the line at the rate of nearly 
$100,000 for every mile of road. And this was not an unusual 
case. In an official report made in 1852 it was estimated that 
the construction of 3,000 miles of railroad in Ohio would add 
to the value of the landed property of the State at least five 
times the cost of building the roads. Thus the railroad move- 
ment of the fifties affected in a profound manner the nation’s 
economic interest in almost every direction. 


FOREIGN COMMERCE; THE MERCHANT MARINE 


The business of the trunk lines was greatly increased by the 
foreign trade, which was more flourishing than it had ever 
been. In the fifties the total value of our exports was twice as 
great as it was in the forties. In 1857 for the first time in our 
history we actually sold abroad more than we bought. Of the 
commodities sent out cotton, as always, held the lead, but its 
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relative importance as an export was becoming smaller. For 
other agricultural products were now entering into our export 
trade and swelling its volume in a way that was new. The 
foreign demand for the products of American farms began to 
grow strong in 1846 when England by the repeal of her Corn 
Laws removed her duties on imported grain. In the fifties the 
demand became stronger, for Europe at this time was running 
low in its food supply. Consumption was overtaking production 
and in some of the countries was getting beyond it, so that 
Europe was again compelled to look to America for its bread- 
stuffs (p. 134). It was not difficult for Western farmers to 
meet the demand, for the new agricultural implements enabled 
them to raise the grain (p. 220) and the trunk lines made it 
possible for them to get it to the seaboard. So shipments of 
American grain assumed an importance never before known. 
In the ten years before 1853 our agricultural exports were val- 
ued at less than $200,000,000; in the ten years after that date 
they were valued at more than $500,000,000. This increase in 
grain shipments soon raised our foreign trade to more than 
double its former value. By 1860 we were selling abroad about 
as much as we were buying. As a commercial nation, therefore, 
we were standing on solid ground. 

And the American farmer was sharing in the prosperity of 
the day; indeed in the fifties the American farmer was in his 
glory. He owned the land he tilled, he had efficient implements 
with which to till it, he was proud of his occupation, and the 
country was proud of him. He was interested in improved 
methods of cultivating the soil and in the advancement of agri- 
culture as a science. In several States, notably in Michigan, 
Maryland, and Pennsylvania, agricultural colleges had been 
established and young men were receiving instruction in the 
theory as well as in the practice of farming. The hard con- 
ditions of pioneer life were vanishing and the countryside was 
becoming more attractive. Log cabins were disappearing and 
neat and substantially built structures were taking their place. 
Homes were well-furnished and clothing of a superior quality 
was worn. Now that the farmer was selling his grain in Europe 
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he could indulge in the purchase of European goods. Pianos 
made in Germany and silks woven in France were finding their 
way tc the farm-houses of the Middle West. With the pros- 
perity that came with an ever-expanding home market and with 
the European demand for foodstuffs there came an increase in 
the value of the farmer’s land. Between 1850 and 1860 the 
value of farms and farm property in the United States jumped 
from less than $4,000,000,000 to nearly $8,000,000,000, a rate 
of increase that had never been reached before and that has 
never been reached since. Surely, this period was the heyday 
of American agriculture. 

These were great days, too, for the American-merchant ma- 
rine. As our foreign trade grew in volume the tonnage of our 
ships also grew, and at a rate that was even more rapid. In 
the fifties the tonnage of American vessels engaged in ocean 
traffic increased by nearly 1,000,000 tons. Never before had 
American ship-builders been so busy and never before had 
they been so prosperous. “Ships carrying the American flag 
went to all the ports of the world distributing the commercial 
wares of all nations. American ship-owners had a carrying 
trade larger and more valuable than the carrying trade of their 
British rivals, and the tonnage of the American merchant marine 
in 1860 was equal to the tonnage of the shipping owned by 
the British nation.”! This prosperity was due to several 
causes. There was still an abundance of timber which helped the 
American shipwrights to produce vessels at a low cost (p. 133), 
while the lower rates of the Walker Tariff also had the effect of 
reducing the cost of construction. Then the rush to California 
encouraged the building of fast-sailing vessels so that the long 
journey around Cape Horn might be made in the least possible 
time, As a result there was developed a type of vessel which 
proved to be the fastest sailer that had ever been put upon 
the ocean, This was the famous American clipper, a vessel that 
with a strong and favorable breeze could outdistance a steam- 
ship. So superior in speed was the clipper that it could make 
three trips to England in the time a British vessel was making 


*T, W. Van Metre, Economic History of the United States, p. 367, 
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two. In 1851 one of these clippers, the Flying Cloud, in a run 
from New York to San Francisco made a record that had never 
been equaled by sail or steam up to that time, and has remained 
the record for sail for all time. The best day’s run on this 
remarkable voyage was 374 miles. Another stimulus given to the 


- merchant marine was the subsidies granted by the federal gov- 


ernment. In 1845 Congress came to the aid of steam navigation 
by subsidizing—that is, by making a present to—a transatlantic 
line to the amount of $200,000 a year. The Collins line from 
New York to Liverpool received in 1853 a subsidy of more than 
$850,000. Thus, through a combination of favorable circum- 
stances there was built up in the fifties a merchant marine that 
put America in the front rank of the nations of the world. 
It was not only on the ocean that the merchant marine was 
impressive. The Great Lakes were the scene of a carrying trade 
that was growing larger and larger in order to meet the ever- 
increasing needs of the people of Michigan, Wisconsin, and of 
northern Ohio, Indiana, and Illinois. The new trunk lines might 
divert traffic from the rivers but they could not injure the lake 
trade. As the country bordering on the shores of the great in- 
land seas developed, the shipping employed on the Lakes in- 
creased. In 1845 the tonnage of the vessels on the Great Lakes 
was about 45,000; in 1860 it was nearly 400,000. Chicago alone 
in 1860 sent 20,000,000 bushels of grain eastward on the 
lakes. Thus by the end of the fifties the commerce of the Great 


- Lakes had already become an affair of magnitude and im- 


portance. 


PROGRESS IN MANUFACTURING 


While the transportation system was being revolutionized by 
the new railroads and while the new markets were bringing 
prosperity to the farmer, the manufacturing interests were stim- 
ulated in a remarkable manner by new machinery that was used. 
The Industrial Revolution in America was now an accomplished 
fact and the factory system was in full swing. The articles of 
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portunities. How much he contributed to industrial progress 
may be learned from the records of the Patent Office, which 
was even busier in the fifties than it had been in the forties 
(p. 132). The number of patents issued annually rose from 
about 1,000 in 1850 to nearly 5,000 in 1860. There were pat- 
ents for improved looms, for new heating stoves, cooking 
stoves, improved sewing-machines, and for hundreds of things 
which added to the comfort and convenience of daily life and 
tended to raise the standard of living. Among the inventions oj 
the decade was the 
sewing-machine of 
Gordon McKay, a 
machine that revo- 
lutionized the shoe 
industry by making 
it possible for one 
man to sew the 
uppers to the soles 
a hundred times 
faster than they 
could be sewed by 
a pair of human 
hands in the old- 
fashioned way. In 
1854 an official ob- 
A Typewriter Patented in 1856. server sent out by 
the British Govern- 
ment was amazed at the triumphs of American machinery, 
especially at the improvements that had been made in our 
spinning-machines, which, he said, had been brought to such a 
high state of perfection that one man could attend to more than 
1,000 spindles and could perform as much work in a day as 
could be performed on the old time spinning wheel by 3,000 
spinners. 
More important perhaps than the new machinery was the 
new supply of laborers that was furnished by the influx of 
foreigners. For the stream of immigrants that began to flow 
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in Bouck volume in the forties (p. 218) flowed in even greater 
volume in the fifties. During the decade about 2,600,000 for- 
eigners came to our shores. In the brief space of four years 
(1851-1854) more than 1,500,000 came. While hundreds of 
thousands of these made their way to the West and became 
farmers, other hundreds of thousands remained in the East 
where they sought jobs as wage-earners. Here at last was a 
labor situation for which the American manufacturer had been 
anxiously waiting for nearly two centuries (p. 82). Now at 


Chatham Street, New York, in 1858. 


last he had at hand a large body of job-seekers who were will- 
ing to work in his factory for wages, and since it was an ever- 
increasing body he could hire his workmen on easy terms. So 
among the new economic factors of the fifties was a growing 
number of wage-earners, chiefly foreigners, who were willing 
to work in the manufacturing industries and whose labor could 
be profitably exploited. That good use of this opportunity was 
made was shown by the results: in the year 1850 the total 
value of the output of American manufactures was about $1,- 
000,000,000; in 1860 the figure was nearly $2,000,000,000, 
As was to be expected, the growth of commerce and in- 
dustry was matched by a corresponding growth of the urban 


Develop- 
ment in 
Urban 


Urban 
Develop- 
ment in 
the West 


250 RISE OF AMERICAN COMMERCE AND INDUSTRY 


population. Although the nation as a whole was still distinctly 
rural the number of city dwellers was rapidly increasing, ris- 
ing from 3,000,000 in 1850 to more than 5,000,000 in 1860. In 
this gain the South did not share, for her civilization was still 
rural in the fullest sense of the word, the only Southern cities 
with a population of more than 30,000 being Richmond and 
New Orleans. But in the North where manufacturing and 
commerce flourished people were crowding into cities, some of 
which were rapidly becoming great urban centers. New York 
and Brooklyn, taken together added 400,000 to their popula- 
tion during the fifties and by 1860 constituted a community that 
numbered more than 1,000,000 inhabitants. Philadelphia, the 
“Manchester of America,’ added more than 200,000 to her 
population and by 1860 had passed the half-million mark; Bal- 
timore had passed the 200,000 mark and Boston was approach- 
ing it. Scores of other places in the North were flourishing by 
reason of their growing manufactures. In New England there 
were Providence, Worcester, Lowell, New Haven; in the Mid- 
dle States, Newark, Jersey City, Wilmington, Reading, Pitts- 
burgh, Buffalo, Troy, Rochester, Syracuse. Indeed in New Eng- 
land and the Middle States the old time rural aspect of things 
was disappearing and life was taking on an urban complexion. 

In the West also there were dozens of flourishing industrial 
centers. For as agriculture made its way westward manu factur- 
ing followed in its wake. The center of manufactures moved 
from a point near Harrisburg in 1850 to a point near Pitts- 
burgh in 1860, the movement being due mainly to the fact that 
in the populous Middle West there were being built up com- 
munities that could supply the labor and capital necessary for 
manufacturing enterprises and that could at the same time con- 
sume a large portion of the manufactured articles. Hence it 
was that industrial centers like Louisville, Detroit, Milwaukee, 
Indianapolis, Cleveland, Dayton, Columbus, Toledo, Min- 
neapolis, Cincinnati, St. Louis and Chicago were increasing so 
fast in population that even the Middle West could no longer 
be regarded as a wholly rural region. Some of these places, 
however, owed their prosperity to commerce rather than to 
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manufactures. This was true of St. Louis, Detroit, Cleveland, 
and especially of Chicago, which as an example of rapid urban 
development was the wonder of the world. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. What was the average annual increase in railway mileage in the 
United States between 1840 and 1850? What was the average annual 
increase between 1855 and 1860? (Table 11.) What stimulated railway 
construction during the latter period? What results followed the building 
of the new lines? 

2. Name the great inland centers of commerce in the United States. 
Describe how the commerce of each may have been influenced (1) by 
rivers, (2) by canals, (3) by roads, (4) by railroads. 

3. Examine the map of the United States and determine where canals 
beneficial to commerce might be constructed. What would be the prob- 
able effect on commerce of a canal connecting the Mississippi River 
and the southern waters of Lake Michigan? From what quarter would 
Opposition to such a canal come? 

4. Name the States that were admitted and the Territories that were 
formed SRE 1845 and 1860. (Table 2.) Where was the frontier line 
in 18607 

5. Why did the seat of the pork-packing industry prior to the Civil 
War shift from Cincinnati to Chicago? 

6. State the population of New Orleans at each decennial period up 
to 1860 and point out the economic forces that contributed to this city’s 
growth. Do the same thing for St. Louis; for Chicago; for Cleveland; 
for Detroit; for Buffalo; for New York City. 

7. Why did the immigrants in the 1850’s avoid settling in the South? 

8. How many more consumers of manufactured goods were there in 
the United States in 1860 than there were in 1850? (Table 3.) What was 
the total value of manufactured goods in 1850? In 1860? (Table ro.) 

9. Compare the value of our exports in 1850 with their value in 1860 
and account for the difference. (Table 6.) 

10. In what year before 1860 were our imports greatest? (Table 6.) 
In what year were our exports greatest? 

11. Commerce of the Great Lakes: Semple, 266-276; Van Metre, 
358-360. : 

12. Prairie Agriculture: Sanford, 159-172. 

13. American Shipping: Van Metre, 366-372; Faulkner, 258-260. 

14. The Era of Railway Building (1850-1860) : Smith, 59-74. 

15. The Panic of 1857: Smith, 174-189. 


XXI 


COMMERCE AND INDUSTRY DURING THE 
CIVIL WAR 


The energetic government supplied every need with prompt liberality; 
every forge was making weapons and ammunition; every factory turn- 
ing out tents, clothes, equipments, supphes of every kind. Whatever 
the land could produce, crops, horses, cattle, found a ready market; 
there was labor for all, and the pay was sure and ample; to the adroit 
and rapacious, extraordinary opportunities opened for amassing fortunes; 
to many wealth came almost uxithout effort—J. K. Hosmer. 


During the years in which the country was enjoying the prosperity 
described in the last chapter, the North and the South were all the 
time growing more and more hostile in their attitude toward each other 
and by the end of the decade it seemed that a rupture could no longer 
be avoided. The election of Lincoln to the Presidency was quickly 
followed by the withdrawal of eleven Southern States from the Union 
and within a few weeks after his inauguration the country was girding 
itself for the Civil War which began with the firing on Sumter on April 
12, 1861 and did not end until April 26, 1865. What was the story of 
our commerce and industry during these four years of civil strife? 
What economic questions were involved in the war and what were its 
effects upon the economic life of the nation? 


ECONOMIC ASPECTS OF THE CIVIL WAR 


The Civil War in its origin was a struggle which was mainly 
political in its character. The North took up the sword with the 
avowed purpose of preventing the Union from going to pieces. 
The South seceded and set up an independent government be- 
cause she believed that her constitutional rights were about to 
be swept away and her avowed purpose in going to war was to 
defend her constitutional rights. But both sides were fully 
aware that something more than political interests were at 
stake, that economic questions of tremendous importance were 
involved in the struggle. The whole country knew that the 
South was the central factor in both our domestic and our 
foreign commerce. The North knew that if the South won 
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Northern shipmasters would be likely to lose the profits they 
were making by carrying Southern exports to Europe. It 
knew that if the South should be victorious there would no 
longer be a tariff to protect the goods of Northern manufac- 
turers in Southern markets. More important still, if the South 
should become an independent nation the trade of the North 
would suffer an incalculable loss. Under the commerce clause 
of the Constitution Northern merchants had been going into 
the South with their wares and enjoying a freedom of trade 
that was perfect. With an independent nation in the South 
this freedom would be gone; Northern merchants wishing 
to trade in the new nation would be subjected to tariffs and 
regulations made by a foreign government, and for a long 
time at least by an unfriendly government. Well might the 
North shrink at the prospect of losing the privileges of the 
Southern market, for the one-sidedness of the economic life 
of the South (p. 181) resulted in her being dependent upon the 
outside for almost every kind of manufactured article and also 
for many kinds of foodstuffs. To a great extent her wants 
were supplied by the North. “The North,” said H. R. Helper, 
a Southern writer, “is the Mecca of our merchants, and to 
it they must and do make two pilgrimages per annum—one 
in the spring and one in the fall. All our commercial, me- 
chanical, manufactural, and literary supplies come from there. 
We want Bibles, brooms, buckets, and books and we go to 
the North; we want pens, ink, paper, wafers, and envelopes, 
and we go to the North; we want shoes, hats, handkerchiefs, 
umbrellas, and pocket knives, and we go to the North; we 
want furniture, crockery, glassware, and pianos, and we go 
to the North; we want toys, primers, school books, fashionable 
apparel, machinery, medicines, tombstones, and a thousand other 
things, and we go to the North for them all. Instead of keeping 
our money in circulation at home, by patronizing our own 
mechanics, manufacturers, and laborers, we send it all away 
to the North, and there it remains; it never falls into our hands 
again.” 

In the South it was believed that if the North should win 
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slavery would be abolished, the planters would lose property 
in slaves worth billions of dollars, and the economic structure 
of Southern society would collapse. On the other hand, a vic- 
tory for the Confederacy would mean that slavery would be 
saved, and with it cotton would be saved. For whether in peace 
or in war cotton was the reliance of the South. Said a Southern 
leader in 1858: ‘‘Without firing a gun, without drawing a 
sword, should they make war on us, we could bring the whole 
world to our feet. . . . What would happen if no cotton was 
furnished for three years? I will not stop to depict what every 
one can imagine, but this is certain: England would topple 
headlong and carry the whole civilized world with her to save 
the South. No, you dare not to make war on cotton. No 
Power on the earth dares to make war upon it. Cotton is King.” 

Before the war was far advanced the South found that their 
reliance upon the power of cotton was misplaced. England 
having an unusually large supply of cotton on hand when the 
war broke out did not feel the necessity of rushing to the aid 
of the Confederacy in order to secure further supplies. More- 
over, England at this particular time was feeling the need of 
grain more than the need of cotton and she felt that to inter- 
fere in behalf of the Confederacy would result in depriving 
herself of Northern wheat. So to the disappointment of the 
South she kept her hands off. But more damaging than Eng- 
land’s neutral course was the blockading of the entire Southern 
coast by squadrons of Union ships which intercepted all vessels 
endeavoring to enter or leave a port. The purpose of the block- 
ade was to prevent the South from selling its cotton and to- 
bacco to the countries of Europe and receiving in exchange not 
only guns and ammunition and other military supplies, but also 
clothing, shoes, medicines, and other articles of daily use. At 
first the blockade was only partly effective, but in less than a 
year after the fighting began the coast was so well guarded that 
only the swiftest and boldest craft would risk the danger of 
breaking through the line. By throwing the “iron ring” around 
the South and destroying her foreign trade the North struck 
the Confederacy at its weakest point. For the very life of the 
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South depended upon trade with the outside world. Deprived 
of a market for her cotton her whole economic structure was 
undermined. 


INDUSTRIAL CONDITIONS DURING THE CIVIL 


WAR 
As the blockade grew tighter and tighter economic conditions Condi- 
in the South grew worse and worse. As the market for cotton inthe 


South 


Railway Destruction During the Civil War. 


dwindled the volume of sound currency decreased. Money was 
borrowed from abroad but the sum was insignificant. Paper 
money was issued and for a while it circulated at its face value, 
but depreciation soon set in and before the war was over Con- 
federate paper money had become absolutely worthless. To 
secure clothes, medicines, shoes, paper, and other ordinary 
necessities of life became more and more difficult. The mastery 
of the Mississippi by Union forces closed the channel through 
which the Southern people were accustomed to receive their 
food supplies (p. 172). Roads and railroads either through 
neglect or through the violence of the Union armies were 
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ruined. Brave efforts were made to meet the needs of the people 
by resorting to old time methods of manufacture. “Every house- 
hold,” says Miss P. A. Hague, in her instructive book, A 
Blockaded Family, “now became a miniature factory in itself, 
with its cotton cards, spinning wheels, warping frames, looms 
and so on. Wherever one went, the hum of the spinning wheel 
and the clang of the batten of the loom was borne on the ear. 
... That the slaves might be well clad the owners kept, ac- 
cording to the number of slaves owned, a number of negro 
women carding and spinning, and had looms running all the 
time.” In order to get food a diversified agriculture was nec- 
essary. Before the war cotton was the only important crop to 
which the planter would give his attention, but now vegetables 
and cereals of all kinds were planted. “When the blockade had 
inclosed the South,” says Miss Hague, “our planters set about 
in earnest to grow wheat, rye, rice, oats, corn, peas, pumpkins, 
and ground peas. . .. Many planters who had never grown 
wheat before were surprised at the great yield of grain to 
the acreage sown.” But the brave endeavors of the planters 
could not repair the damage of the economic breakdown pro- 
duced by the loss of the cotton trade. 

In the North there was no economic breakdown at all. It is 
true that in the very first days of the fighting Northern mer- 
chants were thrown into a panic when they found that they 
would lose large sums of money owed to them by Southern 
planters, and it is likewise true that in the early days of the 
war there were many bank failures in the North, yet the de- 
pression lasted only a few months. After the spring of 1862 the 
war acted as a stimulus rather than as a hindrance to pros- 
perity. “We are only another example,” said John Sherman in 
1863, ‘‘of a people growing rich in a great war.” Agriculture 
fared exceptionally well while the fighting was going on. The 
wheat crop was greater than it had ever been before and never 
before had the farmers of the West raised so much corn or 
such a large number of hogs and sheep. Many things contrib- 
uted to this prosperity and growth. The Homestead Act passed 
in 1862 threw open to settlement millions upon millions of acres 
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of the public domain and gave to the actual settler at a nom- 
inal fee a farm of 80 or 160 acres of land free of cost. Taking 
advantage of this, the most liberal of all our land laws, settlers 
from the East in large numbers went out and took up farms in 
the West. The Homestead Act also invited the foreigners, an 
invitation that was made more alluring in 1864 by a law that 
specifically exempted immigrants from military service. While 
‘the acreage was thus being increased, methods of tillage be- 
came more efficient. Improved agricultural machinery worked 
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The Reaper Worked While the Soldiers Fought. 


for the men who left the farms for the battle-fields and more 
than made up for the loss of their labor. “The reaper,” said 
Stanton, the Secretary of War, “releases our young men to do 
battle for the Union, and at the same time keeps up the supply 
of the nation’s bread.” There was a market for all the grain that 
the reapers might cut. There was a demand for food for feed- 
ing an army which at one time numbered a million of men. 
There was also a rapidly increasing population to be fed, for 
in spite of the loss of life occasioned by the war there were 
at least 3,000,000 more people in the country at the close of 
the struggle than there were at its beginning. To the increased 
demand at home for foodstuffs there was an added call from 
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abroad due to bad harvests. In 1862 we exported 60,000,000 
bushels of wheat and before the war was over the grain of 
the Western farmer and not the cotton of the Southern planter 
was king. 

For the manufacturing industries the story is much the same 
as for agriculture: everywhere in the North and West there 
was progress and ceaseless activity. “Look over these prairies,” 
said a speaker in Illinois in 1864, “and observe everywhere the 
life and activity prevailing. See the railroads pressed beyond 
their capacity with the freights of our people; the metropolis 
of the State rearing its stately blocks with a rapidity almost fab- 
ulous, and whitening the Northern lakes with the sails of its 
commerce; every smaller city, town, village, and hamlet within 
our borders all astir with improvement; every factory, mill, and 
machine shop running with its full complement of hands; the 
hum of industry in every household; more acres of fertile land 
under culture, fuller granaries, and more prolific crops than 
ever before; in short, observe that this State and this people 
of Illinois are making more rapid progress in population, de- 
velopment, wealth, education, and in all the arts of peace, than 
in any former period, and then realize, if you can, that all this 
has occurred and is occurring in the midst of a war the most 
stupendous ever prosecuted among men.”? The causes of this 
prosperity are not hard to discover. The war itself was good 
for business. For a modern war is a test of economic as well 
as of military strength; the men under arms must be supported 
by the full industrial power of the nation. During the Civil War 
the Government made enormous purchases of goods of almost 
every kind and paid high prices for everything it bought. Its 
demand for uniforms and blankets afforded a market for cloth 
such as had never before been known. Cotton goods could not 
be furnished in sufficient quantities, for enough raw cotton 
could not be secured, but the woolen mills more than doubled 
their output. Of course the demand for munitions imparted a 
stimulus to the iron and steel industry. The production of iron 


* Quoted in E. D. Fite’s Social and Industrial Conditions during the Civil War, 
Wb 2B 
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increased from 300,000 tons in 1861 to 1,000,000 tons in 1864. 
And so it was in other industries, in the copper industry, in the 
ready-made clothing industry, in the shoe industry—there was 
unprecedented growth and unprecedented prosperity. 

In only one field of activity did the North experience a set- 
back: our magnificent merchant marine fell upon evil days. 
Feeling the bad effects of the higher rates of marine insurance 
and of the loss of cotton shipments many American ship-owners 
became discouraged and sold their vessels to foreign purchasers. 
Then the Government took over many merchantmen and used 
them in the operations of the war. Worse than all, powerful 
Confederate cruisers, some of which were built in England, 
roamed the seas and destroyed American ships wherever they 
could find them. The result of these setbacks was that when 
the war was over our merchant marine was only about half 
as large as it was when the fighting began. And our shipping 
did not recover from its losses until more than half a century 
had passed. 

The merchant marine was not restored because it was found 
that capital could be invested with greater profit in other di- 
rections, especially in the manufacturing industries. For these 
during the Civil War were stimulated not only by the heavy 
demands of the armies but also by tariff duties higher than 
had ever before been imposed. Indeed they were piled so high 
that it may be said that the legislation of this period ushered in 
a new epoch in our tariff history. The raising of the duties 
began just before Lincoln was inaugurated when Congress 
passed the Morrill Tariff Act increasing the duties on certain 
articles. After the war began scarcely a month passed without 
giving some articles the benefit of higher duties. In 1862 the 
Morrill Act was amended so as to bring the rates up to an 
average of thirty-seven per cent. (It will be remembered that 
the average level of the rates of the tariff law of 1857 (p. 191) 
was nineteen per cent.) In 1864 the Morrill Act was again 
amended and the rates went up to an average of forty-seven per 
cent. In making these increases it was the avowed purpose of 
Congress to compensate the manufacturers for the taxes which 
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were imposed upon their goods by an internal revenue act— 
presently to receive attention. It was not understood that the 
new tariff rates were to be a permanent feature of our tariff 
policy. On the contrary it was understood that they were tem- 
porary rates that would be lowered as soon as the war should 
end. 

The heavy demands of the war made it necessary that goods 
be produced on the largest possible scale and with the greatest 
possible efficiency and speed. In order to raise the funds re- 
quired for large scale production manufacturers turned to the 
corporation as the best form of business. organization. Long 
before the Civil War the corporation,t which in its essential 
features is the old English joint-stock company (p. 19), had 
been constantly brought into use for carrying on the business of 
banks and insurance companies and for building canals and 
railways, but it had not been extensively employed in the indus- 
trial world. It is true that under the workings of the factory 
system many large manufacturing establishments had made 
their appearance and some of these had been organized as cor- 
porations; but as a general rule a factory before the Civil War 
was owned and managed either by one person or by a small 
group of persons who had combined their capital and formed 
a partnership. Nevertheless by 1860 American business men 

(had learned much about the advantages of the corporation. 
| They knew that it furnished the means of bringing together 
‘the capital of many persons and of applying the joint funds to 
a single enterprise; that it limited the risk of an investor to 
the value of the stock which he held; that it relieved the in- 
vestor of the worries and burdens of business management ; 
that it could do many things that could not be done by an 
individual or by means of a partnership and could do them on 
a vastly larger scale. They saw much good in the corporation 


1Chief Justice Marshall gave the following definition of a corporation: “A 
corporation is an artificial being, invisible, intangible, and existing only in 
contemplation of law. Being the mere creature of law, it possesses only those 
properties which the charter of its creation confers upon it, either expressly or 
as incidental to its very existence. . . . Among the most important are immortality, 
and, if the expression may be allowed, individuality; properties, by which a 
perpetual succession of many persons are considered as the same, and may act 
as a single individual.” 
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and they charged it with no evil, for as yet the corporation in 

the public mind was the “rose of wealth without its thorn, an 
artificial pecuniary giant without the danger of the natural 
giant.” So when conditions during the Civil War seemed to call 
for the corporation, business men were only too willing to or- 
ganize their enterprises on a corporate basis. By the time the 
war was Over so many great corporations had come into ex- 
istence that a high official of the federal government was led 
to declare that they were driving thousands of smaller concerns 
out of business. 


FINANCIAL HISTORY OF THE CIVIL WAR 


In its efforts to meet the expenses of the war the Govern- 
ment availed itself of almost every method by which money is 
secured by public authority. It could leave no stone unturned 
because in four years it had to raise a greater sum of money 
than had been spent during the whole previous history of the 
country. The cost of the war to the Union was something like 
$5,000,000,000, a drain upon the nation’s resources far greater 
proportionally than that produced by the war with Germany. 
Taxes of course were levied with a free hand. We have already 


learned how the tariff rates were raised. In addition to the 


new tariff rates came (in 1862) an internal revenue law which 
imposed excises, that is, taxes, upon goods of domestic manu- 
facture. This internal revenue measure included rates upon 
such liquors as spirits, ales, beer, and tobacco; licenses upon 
occupations ; duties upon manufactures, upon carriages, yachts, 
billiard-tables; upon slaughtered cattle, hogs, and sheep; upon 
railroads, steamboats, and ferry-boats; railroad bonds, bank- 
ing institutions, and insurance companies; upon salaries and 
pay of officers in the service of the United States. Indeed the 
excises were laid on in such profusion and in such wholesale 
fashion that it seemed that Congress in framing the law was 
in a mood similar to that of the Irishmen at Donnybrook Fair: 
“Wherever you see a head, hit it; wherever you see a com- 
modity, tax it.” On top of the tariff and the excises was placed 
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an income tax, the first of its kind that Congress had ever im- 
posed. By a law of 1861 a tax of 3 per cent was imposed on 
incomes above $800. Later, however, the rate was increased : in- 
comes between $600 and $5,000 were taxed at 5 per cent and 
those above $5,000 at 10 per cent. 

But the taxes at first came in rather slowly and borrowing 
soon became necessary. This was to be expected; war besides 
meaning death and devastation also means debt. In July, 1861 


Supplying the Hungry Army. 


Chase, the Secretary of the Treasury, was authorized to sell 
bonds (borrow money) to the amount of $250,000,000. This 
was a sum which measured by the standards of the time 
seemed gigantic, yet the bonds were bought cheerfully by all 
classes of people with the result that nearly $200,000,000 of 
the issue was purchased. Other issues of bonds were made from 
time to time and when the war was over the national debt 
amounted to about $2,800,000,000. 

Exacting tax-gatherers and willing lenders combined could 
not be depended upon to furnish the government with enough 
money to meet the rapidly mounting expenses. So it was nec- 
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essary to resort to paper money. This also was to be expected: 
a modern war of any considerable magnitude must be fought 
largely with paper. In 1862 Congress passed the Legal Tender 
Act which authorized an issue of $150,000,000 in notes on the 
credit of the United States. These notes—officially called United 
States notes yet popularly known as greenbacks—were paper 
pure and simple, yet they had to be accepted as lawful money 
and legal tender for the payment of all debts public and pri- 
vate except customs duties and interest on the public debt, 
which were to be paid in gold and silver. This was the first 
paper-money law ever passed by Congress and it gave rise to 
a great deal of grumbling. But opposition was fruitless. Chase, 
the Secretary of the Treasury, was a bold inflationist, being 
ready, he said, to put out paper until it took a thousand dollars 
to buy a breakfast 1f such inflation should be necessary to win 
the war. Accordingly United States notes continued to be is- 
sued in large amounts and by the time the struggle ended there 
were more greenbacks in circulation than in all other forms of 
money put together. In August 1865 one of the items in a 
statement of the national debt—for paper money always rep- 
resents a debt—was $433,000,000 in non-interest-bearing legal 
tenders. With the appearance of the greenback came violent 
fluctuations in currency values, the paper money always being 
below par and its value rising and falling with the fortunes of 
the Union army. Generally a dollar of the paper currency was 
worth from sixty to eighty cents in gold, although in the sum- 
mer of 1864 the depreciation was so great that a dollar of the 
greenback money was worth only about forty cents in gold. 

The most important financial action taken by the Government 
during the Civil War was to give the country a national cur- 
rency. After the Second Bank of the United States passed out 
of existence (p. 209) the money in circulation consisted of the 
notes issued by State banks and of the gold and silver that 
was coined at the mints. The coinage at the mints was never 
large until after the discovery of gold in California in 1849. 
Then great sums of the yellow metal began to be coined with 
the result that when the war broke out in 1861 the specie in 
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circulation amounted to nearly $250,000,000. In addition to 
this there was in circulation about $200,000,000 of currency 
consisting chiefly of the notes of State banks, the number of 
which was now more than 1,600. Many of the notes of the 
State banks were good because the banks which issued them 
were able to redeem them in gold or silver; many of them 
were of uncertain value because their redemption was a matter 
of doubt; many had no value whatever. When a note circulated 
any great distance from the locality in which it was issued the 


Confederate Paper Money. 


uncertainty of its value became so great that it was frequently 
impossible to determine what it was really worth. Then there 
was great confusion due to the variety of notes that were is- 
sued. In 1862 more than 7,000 different kinds of bank notes 
were in circulation, and, to make matters worse, there were 
numerous kinds of counterfeit notes. So when the war began 
the currency system was in a state of uncertainty and confusion 
and there was a crying need for reform. 

The reform came in 1863 when Congress passed the Na- 
tional Banking Act. The purposes of this celebrated law were 
(1) to create a market for the bonds which the Government 
was trying to sell; (2) to drive the notes of the State banks 
out of circulation; (3) to substitute for the notes of the 
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State banks a sound and uniform national currency. The law 
allowed banks to organize under a federal charter and buy 
United States bonds and deposit them in the United States 
Treasury, there to be held as security for the bank notes which 
might be issued up to go per cent of the par value of the bonds 
deposited. The guaranty which the Government gave to the 
notes was full and complete, for it obligated itself to redeem 
them instantly at the federal Treasury if the bank by which 
they were issued should fail to redeem them at its counter. The 
interest on the bonds held as security went to the bank de- 
positing them. In order to compel the State banks to withdraw 
their notes from circulation Congress in 1865 imposed a tax 
of 10% on all notes issued by State banks. This tax had the 
desired effect: the State banks finding it unprofitable to pay 
the tax redeemed and canceled their outstanding notes and 
ceased to issue new ones. A monopoly of issuing notes was 
thus secured to the national banks. The national bank also had 
the advantage of what was often referred to as a ‘‘double 
profit’: it secured the interest on the bonds which it deposited 
in the Treasury and in addition the interest on the loan of the 
notes which it received for the bonds. Favored by the Gov- 
ernment in so many ways the new system was bound to prosper. 
By the time the war was well over nearly 1,600 national banks 
had opened their doors and the circulation of national bank 
notes amounted to nearly $150,000,000. The new currency was 
everywhere popular because it was everywhere as sound as the 
Government itself. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. What was the total value of our exports: during the Civil War 
(1861-1865)? The total value of our imports? (Table 6.) What was 
the cause of the difference? ; 

2. Discuss this sentence: “In an economic sense war is a game in 
which both sides are bound to lose.” 

3. How many immigrants came to the United States between 1851 and 
1860 inclusive? How many between 1861 and 1870? (Table 4.) Why 
was there a falling off during the later period? ; ; 

4. Why did Great Britain get ahead of the United States in the 
development of ocean steamship lines? (Van Metre, 371.) 
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5. Do gold and silver fluctuate in value like cotton and sugar? 
Compare the price of wheat, silver, cotton, beef and sugar during the 
last ten years and determine in which commodity there have been the 
greatest variations in value. 

6. Study what is printed on a United States note and answer the fol- 
lowing questions: In what year did Congress authorize it to be issued? 
Is it legal tender? What is the punishment for counterfeiting it? It 
says: “will pay the bearer five dollars”: What did these words mean 
to the holder of such a note at the time it was issued? What do they 
mean now? 

7. Study what is printed on a note of some national bank and answer 
the following questions: Is it legal tender for all debts? What is the 
penalty for counterfeiting it? When and where was it issued? 

8. Agriculture and the Civil War: Sanford, 200-208. 

g. Labor and the Civil War: Faulkner, 385-387; Carlton, 56-66. 

‘Io. Cotton and the Civil War: Faulkner, 391-306. 

11. Civil War Finance: Van Metre, 378-383, 385-386; Faulkner, 
A4QI-500. . 

12. The Homestead Act: Van Metre, 387-388. 
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XXII 
A NEW INDUSTRIAL ERA 


There has never been in the history of civilization a period, or a 
place, or a section of the earth in which science and invention shave 
worked such progress or have created such opportunity for material 
welfare as im these Umted States in the period which has elapsed since 
the end of the Ciml War—Edward Atkinson in 1891. 


After the South laid down its arms in the spring of 1865 the United 
States was not again disturbed by war until 1898 when for a few weeks 
there was fighting with Spain. But the disturbance created by that con- 
flict was so slight that the shock was hardly felt at all. Speaking 
broadly, then, the peace that followed the Civil War lasted until we 
went to war with Germany in 1917. The earlier years of this long 
period of peace—longer than any other great nation had ever been 
permitted to enjoy—marked the beginning of a new era in the economic 
history of the United States, an era in which the resources of the 
nation were developed with such success that at last it found itself lead- 
ing the world in commerce and industry. 


THE ECONOMIC. RECONSTRUCTION OF THE 
SOULE 


The outstanding political result of the Civil War was the 
saving of the Union. The most important economic result was 
the creation of a system of free labor in the South by the abo- 


’ lition of slavery. For although the war was not fought to free 


the negro, yet slavery was at the bottom of the trouble. Before 
the struggle was half over it had become clear that there could 
be no peace so long as slavery existed, and by the time the end 
came the institution was doomed. In March 1865 Congress sub- 
mitted to the States for ratification the Thirteenth Amendment, 
providing for the complete abolition of slavery throughout the 
entire extent of the Union. In the following December the 


amendment was ratified by three-fourths of the States and sla- 
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very was dead; henceforth freedom was to be the portion of 
every person whose feet should rest upon American soil. 

The immediate effect of transferring three million negroes 
from a condition of bondage to a condition of freedom was 
to wreck both the social and economic system of the South. For 
nearly two hundred years the chief agricultural interests of the 
Southland had depended upon the labor of the black man and 
now his labor suddenly became an uncertain and unreliable 
thing. For the emancipated negro did not think of liberty in 
terms of work; he thought of it in terms of idleness. Govern- 
ment had set him free but had done little to teach him what 
freedom meant. “Government,” said Frederick Douglass, a dis- 
tinguished negro leader, “left the freedman in a bad condition. 
It had made him free and henceforth he must make his own 
way in the world. Yet he had none of the conditions of self- 
preservation or self-protection. He was free from the individual 
master, but the slave of society. He had neither money, prop- 
erty, nor friends. He was free from the old plantation, but he 
had nothing but the dusty road under his feet. He was free 
from the old quarter that once gave him shelter, but a slave 
to the rains of summer and to the frosts of winter. He was 
turned loose, naked, hungry, and destitute to the open sky.” 
Thinking that slavery meant toil and that freedom meant only 
idleness, great numbers of the freedmen broke away from the 
plantation and roamed about over the country in gangs, house- 
less, homeless, and useless either to themselves or to anybody 
else. 

Besides wrecking the labor system the war worked devasta- 
tion in other directions. It had strangled the commerce of the 
South and broken down its transportation system; it had caused 
immense districts to suffer from the ravages of contending 
armies; it had left the planters impoverished and deeply in 
debt; it had swept away a sound currency and had dried up 
the fountains of credit; it had made the plantation a scene of 
desolation—fields untilled, dwellings dilapidated, empty barns 
falling down. An idea of the terrible wear and tear of the war 
may be gained from the following picture drawn by an observer 
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in 1865: “Everything has been mended and generally in the 
rudest style. Window-glass has given way to thin boards, and 
these are in use in railway coaches and in the cities. Furniture 
is marred and broken, and none has been replaced for four 
years. Dishes are cemented in various styles, and half the pitch- 
ers have tin handles. A complete set of crockery is never seen, 
and in very few families is there enough to set a table. A set 
of forks with whole tines is a curiosity. Clocks and watches 
have nearly all stopped. Hair brushes and tooth brushes have 
all worn out; combs are broken, pins, needles, and thread are 
very scarce. Even candles, in some cases, have been replaced by 
a cup of grease in which a piece of cloth is plunged for a 
wick. The problem which the South has to solve has been not 
how to be comfortable, but how to live at all.’’? 

This distressing economic situation was made worse by the 
political conditions which prevailed. In dealing with the diffi- 
cult problem of reconstruction Congress was guided by a 
group of radicals who regarded the seceded States as conquered 
provinces that had no rights which the conquerors were bound 
to respect and who wanted the South to feel the heavy hand of 
power. And they caused it to feel the heavy hand of power. 
They brushed aside most of the existing State governments of 
the South. They passed for its government a law which was 
“written with a steel pen made out of a bayonet,’ and estab- 
lished in their stead military governments under which the 
Southern people were to live until they should comply in all 
respects with hard conditions laid down by the conqueror. 
Not only this: they gave the negroes the right to vote, which 
in some of the States meant the right to rule, and then en- 
acted laws the purpose of which was to give the negro every 
civil right which the white man possessed and to place him 
and his former master on the same social plane. Of course 
this was like trying to make water run uphill. The ignorant 
freedmen in nineteen cases out of twenty were wholly unfit for 
the ballot and as for their place in the social scale, that was 


1W. L. Fleming, Documentary History of Reconstruction, Vol. I, p. 11. 
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a-matter that depended more upon their moral and intellectual 
progress than upon the statutes of Congress. 

Yet in spite of drawbacks and discouraging conditions the 
men of the South rallied and bent themselves to the tasks 
which lay before them. The masters and their former slaves 
gradually learned how to live together and how to adjust them- 
selves to the changed conditiqns. With the adjustment came a 
new agricultural system. Cotton continued to be the mainstay 
of most of those who tilled the soil but the method of its pro- 
duction changed. Under the system of free labor large scale 
production of cotton was no longer possible. For the planter 
was now in such a sad plight that few of them had enough 
money to pay wages to a large number of negroes—for if the 
cotton fields were to be tilled the work must be done by negroes. 
And even in cases where the planter could pay wages he still 
had trouble, for the wage system brought the negro under the 
control of the master and since this control seemed to the 
ex-slave to differ but little from the bondage to which he had 
been accustomed he worked for wages with great reluctance 
and after he had earned a few dollars he was apt to quit his 
work and refuse to return. So it was found that the wage sys- 
tem did not work well. In order to solve the problem the great 
estates were broken up into small farms ranging from twenty 
to fifty acres. Some of these farms were bought by men who 
tilled them with their own hands. But most of the little tracts 
carved out of the great plantation were not sold outright by 
the planter but were let out by him to ex-slaves who as tenants 
tilled the land fora certain share of the crop, the owner usually 
receiving half and the tenant half. Under this system the negro 
was much happier than under the wage system. “For the first 
time in his life he enjoyed the blessing of self-determination as 
to the disposal of his own time and efforts. He could work 
when, if, and as he pleased.” The tenant system was in many 
ways wasteful, uneconomical and bad, yet it saved the South 
from utter ruin} Moreover, it resulted in the production of im- 
mense quantities of cotton. The output of cotton under the 
slave system in 1861 was about 4,500,000 bales. In 1864 the 
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production had declined to less than 300,000 bales. Five 
years after the war was over a crop of more than 4,000,000 
bales was raised and by 1877 free labor was producing more 
cotton than had ever been produced by slavery. 

Under the new order the farmers of the South cultivated a 
greater variety of crops. More corn was raised and more at- 
tention was given to grazing and to the raising of cattle. Or- 
chards were planted and the people were supplied with fruits 
which they had hitherto been unable to enjoy. As a result of 
this diversified farming the South became less and less de- 
pendent upon the outside for food supplies. The sums of money, 
therefore, spent by the Southern people for the farm products 
of the West were smaller than they had been in the old days 
before the Civil War. 


Pre WEot IN THE SIXTIES 


While the South was laboriously working upon its problems 
of economic reconstruction, the country west of the Mississippi 
was entering upon the threshold of a development the results 
of which as we behold them at the present time fill the mind 
with amazement. The trans-Mississippi section, for the most part 
a wilderness at the outbreak of the Civil War, has today a 
population as great as that of the entire United States in 1860, 
while its wealth is twice as great as that of the entire nation in 
that year. Beyond the Mississippi at the close of the Civil War 
lay a wild country stretching from the westernmost settlements 
of Minnesota, Iowa, Nebraska, Kansas and Texas to the east- 
ernmost settlements of Oregon and California. Out of this 
region, whose area was more than a million of square miles, 
there have been carved ten large States. The economic backbone 
of this Far Western country in its early history was the mineral 
wealth of its mountainous districts and it was the miner who 
laid the foundations of its civilization. The settlement of Col- 
orado began in 1859 when gold-hunters by the thousands rushed 
out to Pike’s Peak and when mining towns like Denver and 
Boulder were built up so rapidly that they seemed to rise out of 
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the ground overnight. About the same time silver-hunters were 
rushing into what is now Nevada where the Comstock lode 
yielded the white metal in amounts that ran into the hundreds 
of millions of dollars. The treasures of Nevada had no sooner 
been discovered than adventurers began to work their way into 
the’ wilderness out of which Idaho and Montana have emerged. 
In 1860 gold was discovered in the Clearwater country and 
within two years the mining towns of Lewiston and Boise had 
sprung up and the history of Idaho had begun. The history of 
Montana may be said to have begun in 1863 when a rich deposit 
of gold was found at the headwaters of the Missouri. Upon 
hearing this good news fortune-hunters hurried to the scene, 
those going out from the East making the long journey on 
steamboats that ran from St. Louis to Fort Benton. The west- 
ern part of the Territory of New Mexico also had attractions 
for the miner and it was in the early sixties while there was 
much enthusiasm over the discovery of some gold mines along 
the Colorado River that the history of Arizona began. In order 
to meet the needs of the mining communities. the wild country 
was quickly divided and provided with territorial governments. 
Within four years (1861-1864) Nevada, Colorado, Dakota, 
Idaho, Arizona and Montana were set off as Territories. In 
1864 Nevada was admitted as a State—“‘the child of the Com- 
stock lode.” 

The early miners sought only gold and silver and they were 
richly rewarded, yet the mineral wealth of the Far West could 
not be measured by the value of the precious metals that might 
be secured. For hidden in the seams of the mountains there 
were stores of copper and other minerals that had a value vastly 
greater than all the gold and silver that would ever be found. 
Nor was mineral wealth itself the sole economic resource of this _ 
Far Western country. Besides the mines there were forests 


whose value was beyond computation. And of more importance . ~ 


than either mines or forests were the possibilities for agricul- 
tural development. Montana alone had a farming area as large 
as Pennsylvania, while on the broad plains of the Dakotas 
enough grain could be raised to feed many millions of mouths. 
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These spacious plains and these mountainous regions were 
presently to become the scene of a development which was even 
more remarkable than that produced by the westward move- 
ment between 1800 and 1820 (p. 161). For the fortune-hunters 
who went out to the gold fields just before and during the Civil 
War were the forerunners of a mighty host of homeseekers that 
followed after the struggle was over. Among the multitudes 
that went out were thousands of American soldiers who had 
just been mustered out of service. Between May 1865 and June 
1866 nearly 1,000,000 men laid down their arms to engage in 
the pursuits of commerce and industry. Great numbers of these 
veterans, hardened to adventure, went straight to the West 
and took up land under the Homestead Act. Immigration also 
was a powerful factor in this westward movement, for the 
Homestead Act was a boon to the foreigner as well as to the 
native American. The law of 1864 (p. 257) not only exempted 
immigrants from military service but provided means for as- 
sisting newly arrived foreigners to reach the West with as little 
trouble and expense as possible. So much encouragement could 
be expected to bear fruit. In 1864 and 1865 nearly half a 
million immigrants were received into the United States, while 
in the four years following the war nearly a million were re- 
ceived. The strangers consisted chiefly of Germans, Irish, and 
Scandinavians. The Irish for the most part remained in the 
East, but the Germans and the Scandinavians journeyed on to 
the West and found homes in the country beyond the Mis- 
sissippi. 

An immediate result of this great movement was to hasten 


‘the building of transcontinental railroads, for the treasures 
‘of the Far West could have but little value until easy com- 


munication was established with the East.)/The need of a rail- 
road across the continent was felt long before the Civil War 


and, as we have learned, one would have been built had not 
‘ sectional difficulties stood in the way (p. 243). During the war 


the need seemed to be more pressing and Congress took steps to 
have one built. In 1862 it passed an act incorporating the Union 
Pacific Railroad which was to run from Omaha to the western 
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boundary of Nevada. Another company, the Central ‘Pacific, 
was incorporated by the State of California with authority to 
begin at Sacramento and build a line eastward until it should 
meet the western terminus of the Union Pacific. To both roads 
Congress lent large sums of money—about $27,000,000 to each 
—and to both it gave (1) a right of way through the public 
domain ; (2) the privilege of taking along the route such timber, 
stone and earth as might be required for building the road- 
bed; and (3) twenty alternating sections of land—12,800 acres 


Through to the Pacific, 


—alongside each mile of the road. Altogether the land granted 
to the companies amounted to 33,000,000 of acres—an area 
considerably larger than the entire State of Pennsylvania. Dur- 
ing the. war little progress was made in the construction of 
the road but when peace came the work was taken up in earnest 
and carried forward with a rapidity that caused people to rub 
their eyes in wonder. About 25,000 men—Chinese coolies im- 
ported for the express purpose of working on the road, Civil 
War veterans, Irish immigrants—were employed by the com- 
panies. Natural obstacles made construction exceptionally diffi- 
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cult, for it was necessary for the road to mount to a height of 
more than 7,000 feet in order to get over the mountains. The 
roads ran through a region that was entirely lacking in the 
conveniences and comforts of civilized life and that was in- 
fested by Indians whose hostility was so great that the work 
had to be carried on under the protection of soldiers. But ob- 
stacle after obstacle was overcome. On May 10, 1869 the two 
lines met at Ogden, Utah, and the greatest engineering feat of 
the age was completed. 

The completion of this first transcontinental line marked the 
beginning of a most remarkable era in railway construction. 
Within a few years after the last spikes were driven at Ogden 
scores of new lines were built, most of them being in the West. 
How these lines operated to build up the West is a subject that 
will receive attention hereafter (pp. 310-312). At present it is 
enough to say that as the mileage of the railroads increased ‘the 
wealth and population of the Far West increased. So when we 
are considering the events which have occurred since the Civil 
War we must never allow ourselves to forget the economic 
forces that were always at work in the land beyond the Mis- 
Sissippi. 


THE NORTH AFTER THE CIVIL WAR 


North, we find that{ while the South at the end of the war lay 
prostrate the North stood erect and strong, Northern soil had 
hardly been touched by invading armies and, as we have already 
learned (p. 258),| Northern industry had been stimulated rather 
than retarded by the war. Accordingly at the close of the strug- 
gle the people of the North were confronted by no serious 
economic problems. All they had to do was to go ahead and 
make the best of the opportunities that lay before them) And 
how bright the prospect was! “A territory unsurpassed in fer- 
tility, of an area equal to the abundant support of 500,000,000 
people, and abounding in every variety of useful mineral in 
quantities sufficient to supply the world for generations ; with 
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exuberant crops; ... with a population of 40,000,000 free 
people, all speaking one language; with facilities for every 
mortal to acquire an education; with institutions closing to 
none the avenues to fame and any blessing of fortune that 
may be coveted; with freedom of the pulpit, the press, and the 
school; with a revenue flowing into the National Treasury be- 
yond the requirements of the Government.” * 

Allured by this prospect the people went to work with all 
their might to exploit the varied economic resources of the 
country. The war being over and the Union saved, they felt 
that they could now forget politics and center their minds upon 

The Prog- business and money-making. To the new outburst of energy 

fecal agriculture was quick to respond. By 1870 we were raising more 

eres than 200,000,000 bushels of wheat and more than a billion 
bushels of corn. Progress in agriculture was easy, for the 
foreign demand continued to furnish a market for the surplus 
of the American farmer (p. 245). Foreign shipments of farm 
products increased at such a rate that by 1880 our exports of 
wheat had risen to 150,000,000 bushels a year and the United 
States had become the greatest grain exporting nation in the 
world. Of course there was a corresponding increase of the 
agricultural area. Between 1860.and 1880 the number of farms 
doubled and the accompanying increase of improved lands 
amounted to something like 120,000,000 acres. In the single 
decade 1870-1880 over 297,000 square miles, or a territory equal 
in extent to Great Britain and France combined, were added 
to the cultivated area of the United States. 

Industrial Progress in the manufacturing industries also was easy. The 

props manufacturer, it is true, could no longer sell war supplies to 
the Government at fabulous prices, yet the Government was 
still his good friend: it still kept on the statute books the 
Morrill Tariff Law with the high duties which had been im- 
posed during the war (p. 259). It was intended that these rates 
should be lowered as soon as the war was over, but when peace 
came the excises on the goods of the manufacturers were re- 
moved but the high tariff rates were retained, and became a 


+The quotation is from President Grant’s first message to Congress, 
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permanent feature of our economic policy. But the deeper and 
more powerful causes of industrial progress were not the tariff 
regulations but the favorable conditions which surrounded the 
manufacturer at home. The ever-expanding West with its new 
railroads was calling for enormous quantities of steel and iron; 
the South was again purchasing the goods of Northern manu- 
facturers and the orders were growing larger and larger as 
conditions in the Southland improved; an increasing population 


A Cotton Mill in the Seventies. 


whose growth was being hurried on by a rising tide of immi- 
gration was strengthening the demand for commodities of all 
kinds and was giving the manufacturers an ever-expanding 
market for their goods; the resources of nature were being un- 
locked and unheard-of quantities of raw material—iron, coal, 
oil, copper, and other minerals—were being made available for 
the manufacturers’ use. Under such conditions prosperity was 
a matter of course; and it is no cause for wonder that an offi- 
cial report made in 1869 could declare that within five years 
more cotton spindles had been put in motion, more iron fur- 
naces erected, more bars rolled, more steel made, more coal and 
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copper mined, more lumber sawed and hewn, more houses and 
shops constructed, more manufactures of different kinds 
started, and more petroleum collected, refined, and exported, 
than during any equal period in the history of the country. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. The period of peace with which we were blessed between 1865 and 
1917 was longer than any other great nation had ever been permitted 
to enjoy. Is this true of France? Of Great Britain? Of Germany? 

2. In what ways is industrial progress retarded by. war? 

3. Compare the number of miles of railway built in the 1860's with 
the number built in the 1850’s. (Table 15) If the locomotive had never 
been invented what probably would be the condition of the Far West 
at this time? : 

4. How much corn did we raise in 1860? How much in 1870? How 
much wheat did we raise in 1860? How much in 1870? (Table 9.) How 
do you account for this increase? 

5. Name the States that were admitted and the Territories that were 
erected between 1860 and 1870. (Table 2.) What were the chief economic 
resources of each of these new States and Territories? 

6. The Westward Movement of Wheat: Sanford, 209-223. 

Z- Economic and Social State of the Nation (1865-1869): Dunning, 
136-150. 

8. Cotton Growing after the Civil War: Bogart, 313-316. 

9. Railroad Construction: Van Metre, 390-305. 

10. Reconstruction in the South: Van Metre, 398-400. 

11. The Moving Frontier: Paxson, 448-458. 


XXII 


HARD TIMES AND NEW PROBLEMS 


These five years {from 1873 to 1878] are along dismal tale of declining 
markets, exhaustion of capital, and a lowering in value of all kinds of 
property, including real estate, constant bankruptcies, close economy in 
business, and grudging frugality in living, idle mills, furnaces and fac- 
tories, former profit-earning iron mills reduced to the value of a scrap- 
heap, laborers out of employment, reduction of wages, strikes and lock- 
outs, suffering of the unemployed, depression and despair—J. F. Rhodes. 


The abounding prosperity just described could not continue unbroken 
for much of it did not rest upon a solid foundation. In the mad race 
for profits there was overproduction, reckless borrowing and rash specu- 
lation. As a result the era of prosperity came suddenly to an end in 
1873 when a long period of business depression set in. During the hard 
times there came to the front two new problems that were of the highest 
economic importance and that were to vex the country for many a day: 
the ae of maintaining industrial peace and the problem of railroad 
control. 


Seb ING fol bINANCIALSHOUSE IN. ORDER 


However prosperous the nation might be it could not escape 
the evils that flowed from the struggle in which it had been en- 
gaged. For the Civil War like all wars had its aftermath of 
evils. Among these was an unsound and disordered condition of 
financial affairs. In 1865 there was a national debt of over $2,- 
800,000,000, a large part of which was represented by bonds 
the value of which it was almost impossible to determine be- 
cause the language of the laws authorizing their issue was so 
vague and indefinite that it could not be understood. A por- 
tion of the indebtedness consisted of $433,000,000 in United 
States notes (greenbacks) issued during the war (p. 263). The 
greenbacks gave trouble because they continued to fluctuate in 
value; now a greenback dollar would be worth go cents in gold; 
now 75 cents; now 80 cents. Never, however, was it worth 100 


cents. So at the close of the war the country was confronted 
281 
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with important questions relating to the national debt and to 
the currency. 

Several years passed before any systematic and serious at- 
tempts were made to set the financial house in order. By 1869, 
however, it was the opinion of Congress that the time had 
come when financial problems should be taken up seriously and 
treated with a firm hand. One important question that required 
attention related to the payment of the national debt; which 
by this time had been reduced to $2,500,000,000: In what kind 
of currency should this debt be paid? Most of the bonds which 
represented the debt had been purchased during the war with a 
depreciated currency, and in the West there was a strong senti- 
ment in favor of redeeming them with the greenbacks. It was 
only fair, said the friends of the greenbacks, that a bond which 
had been bought with depreciated money should be paid with 
depreciated money. But the men in power at Washington failed 
to take this view of the matter. “To protect the national honor,” 
said President Grant, “every dollar of government indebtedness 
should be paid in gold, unless otherwise expressly stipulated in 
the contract.’ And this was the policy that was finally adopted. 
Congress in March 1869 declared that it was the purpose of 
the United States to pay its bonds in coin (that is, in gold or 
silver) and pledged the faith of the nation to such payments. 
So provision was made for redeeming the bonds, that is, for 
paying the debt, in coin. 

More perplexing than the problem of the national debt were 
the questions that arose in respect to the greenbacks. By 1869 
about $77,000,000 of these had been retired, that is, withdrawn 
from circulation and destroyed, just as promissory notes are 
usually destroyed when they are paid. There remained, there- 
fore, about $356,000,000 of the greenbacks. Should these also 
be retired and thus removed from circulation? The friends of 
the greenbacks, believing that the country needed more money, 
not less money, were bitterly opposed to a policy of retirement, 
the opposition being strongest in the West where an expand- 
ing business required larger and larger sums of money. The 
wishes of the Western people were respected ; as early as 1868 
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Congress declared that there must be no further retirement of 
the United States notes. Thus the greenbacks were kept in cir- 
culation and the inconveniences arising from their ever-chang- 
ing value no longer continued to be felt. In 1875 in order to 
steady the value of the greenback and to give it the same cur- 
rency value as gold Congress passed the Redemption Act which 
provided that after January 1879 the secretary of the treasury 
should redeem United States notes in gold, dollar for dollar, 
whenever they should be presented to the Treasury for redemp- 
tion. In order to effect redemption the secretary was authorized 
to sell bonds (borrow money )—to the amount of $100,000,000 
if necessary—in order to secure gold which could be kept in the 
Treasury vaults as a special fund for redeeming the greenbacks. 
It was a bold measure, for at the time the law was passed there 
was not $100,000,000 in gold in the whole country. But the Re- 
demption Act met with good luck. By 1878 we were selling 
abroad more than we were buying and gold was flowing toward 
the United States. Thus, as Professor Dewey says, “commerce 
came to the rescue of finance.” When redemption day arrived, 
there being no great uneasiness about gold and the holders of 
greenbacks having confidence in the ability of the Government 
to redeem them, virtually no greenbacks were presented for re- 
demption. All remained in circulation, even the few that were 
presented for redemption, for in 1878 Congress provided that 
when a greenback was redeemed in specie “it should not be 
retired, cancelled, or discharged, but should be re-issued and 
paid out again and kept in circulation.” So in the end the green- 
backs were placed on the same footing as gold and became a 
fixture in our currency system. They amounted in 1879 to 
about $346,000,000 and that amount has never been materially 
decreased. They continue to circulate and almost daily they 
remind us of a debt that has never been paid. As a matter of 
fact no one ever thinks of paying it. 

About the time Congress was dealing with the greenback 
problem it had occasion to pass an important law relating to 
the coinage of silver. From the foundation of the Government 
the mints had been coining both gold and silver at the ratio of 
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about 16 to 1 (p. 127). In 1873 Congress discontinued the fur- 
ther coinage of standard silver dollars and made the gold dol- 
lar the standard of value. That is to say, silver was demonetized. 
The act which demonetized it passed without much being said 
about it and there was no reason why it should receive a great 
deal of attention. It resulted in withdrawing no money from 
circulation, for at the time of its passage neither gold nor silver 
was in general use, greenbacks and national bank notes being 
the only forms of money in circulation. Nor did the act work 
any hardship upon the holders of the white metal; for as the 
bullion in a silver dollar was then worth about $1.02 in gold it 
was more profitable to keep silver in bullion form than it was 
to coin it. Nevertheless in after years this law was bitterly de- 
nounced by the friends of silver, who called it the “crime of 
1873.” It does not appear, however, that there was anything 
underhanded in the passage of the law nor is there good reason 
for believing that the members of Congress who voted for it 
were influenced by unworthy motives. 


THE PANIC OF 1873 


At the time so much was being done to place the currency 
system on a sound basis unsound business operations were hur- 
rying the country on to a disastrous panic. A number of things 
contributed to the depression. One of the causes was over- 
production. The prosperity described in the last chapter was 
so rapid that it caused men to forget that there was a limit 
beyond which production could not safely go. Their confidence 
was so great that they seemed to think that there would be a 
good market for everything that might be produced. As a re- 
sult of this overconfidence farmers mortgaged their lands heav- 
ily in order to obtain money for buying new implements and 


1 Excessive Imports; Great Fires. In addition to the causes here mentioned two 
others should be referred to. One of these was the excessive importation of foreign 
goods. Between 1867 and 1872 the foreign goods brought into the United States 
exceeded the exports by more than $230,000,000. The settlement of the balance 
resulted in sending abroad large sums of money which were needed at home. 
Another influence that doubtless contributed to the depression was two great 
fires, one in Chicago, where property worth nearly $200,000,000 was destroyed 
and one in Boston, where the property loss was about $80,000,000. : 
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for the tillage of more acres, while manufacturers contracted 
debts for new plants and new machinery-on a scale that was 
often disregardful of the law of supply and demand. In the 
railroad world confidence in some cases exceeded the bounds 
of prudence and common sense. In the four years after the 
completion of the Union Pacific 24,000 miles of tracks were 
laid, much of the new mileage extending far out into wild 
country where there were no settlers and where there would be 
none for years. This feverish activity brought its own penalties. 
So much grain was raised that its price fell and the farmer 
failed to earn enough to meet the interest and principal of his 
debt. In some of the manufacturing industries also there were 
losses due to low prices which were the result of overproduction. 
In the case of the railroads the loss due to the building of un- 
profitable and useless lines was made greater by a sharp de- 
cline in freight rates brought about by the competition of rival 
railroad systems. Thus by the beginning of the seventies an ill- 
adjusted production was resulting in the lowering of prices re- 
ceived by the farmer and the manufacturer while over-devel- 
opment and competition were playing havoc with the earnings 
of railroads. 

To the bad effects of overproduction were added the evils of 
rash speculation. For among all classes the spirit of venture was 
strong. Allured by the prospect of extraordinary profits men 
invested their money in doubtful enterprises only to meet with 
disappointment and loss. In the railroad circles especially spec- 
ulation was rampant. In the financing of the new lines millions 
of shares of the stocks were sold to thousands of investors who 
soon found to their sorrow that their money was gone and 
that no dividends were in sight. By 1872 in truth there was so 
much insecurity and uneasiness in business and the prosperity 
of the country was so spurious and unsubstantial that a break- 
down was inevitable, although few were aware of the trouble 
that was ahead. 

When the break came it was the weakest link in the economic 
chain that first gave way; the financial structure of the new 
railroads collapsed and there came a general crash. In Sep- 
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tember 1873 at a time when the prospects of trade were bright 
and when the bins of farmers were full to overflowing the news 
went out that the great banking house of Jay Cooke and Com- 
pany had failed. This firm, supposed by the public to be as 
solid as the “eternal hills,” had invested heavily in the secur- 
ities of the Northern Pacific Railroad (p. 311), which, like 
many of the new lines, was unable to earn enough money to 
pay the interest on its bonds. Since the assets of Cooke and 
Company consisted chiefly of these almost worthless bonds the 
great concern found itself without resources for meeting its 
obligations and closed its doors. Its failure was the beginning 
of a panic that spread to every part of the land and affected 
every kind of business. Railroad securities tumbled in value 
and banking houses whose assets consisted mainly in depreciated 
railroad securities went down in failure for the same reason 
that Cooke and Company went down. One business house after 
another went into bankruptcy, until in a single year more than 
5,000 failed with losses of nearly $250,000,000,. The depression 
lasted from 1873 to 1878. 


THE PPROBLEM-QF INDUSTRIAL PEACE 


During these five lean years there was a great deal of un- 
rest and dissatisfaction in the ranks of workingmen, and be- 
fore the hard times were over the country for the first time 
in its history was confronted with a serious labor problem.\The 
discontent of the workers was due largely to the economic con- 
ditions just described. As the prices of commodities declined 
and the earnings of railroads decreased the employers of labor, 
whether in the factories or on the railroads, attempted to repair 
their losses by reducing wages. In addition to the pinch of 
lower wages American workmen were now beginning to feel 
the effects of competing with foreign labor. By 1873 the num- 
ber of foreigners coming to our shores in a single year had 
reached 460,000. While many thousands of these went on to 
the West and took up farms, many thousands also remained 
in the East, where they sought jobs in competition with workers 
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who were already on the ground. Since the foreigners were 
accustomed to a lower standard of living they could work for 
a lower wage than an American workman was willing to ac- 
cept. Their presence, therefore, had a tendency not only to 
keep wages down, but even to lower them. 

While wages quite generally were reduced the reduction met 
with an opposition more powerful than had ever been known in 
our industrial history. The opposition counted for more be- 
cause the workingmen were now better organized than they 
had ever been before.. As we have learned, the trade union 
movement in America was greatly weakened by the panic of 
1837 (p. 208). From that setback it did not speedily recover. It 
is true that in the 1840’s and 1850's there was considerable agi- 
tation in labor circles and a number of important trade unions 
were organized. But upon the whole the movement during these 
two decades was ill-directed, fitful and without important re- 
sults. Organization was on a small scale and was usually local 
4n character. By 1860 only three or four trade unions that 
could properly be called national had made their appearance. 

During the Civil War, however, the labor movement renewed 
its strength. The workers found that they were not sharing in 
the enormous gains that were being reaped by business men. 
They were paying higher prices for the necessities of life but 
their wages were not rising in a corresponding degree. So they 
joined their forces with the view of asserting their rights. The 
memberships of local unions were enlarged and new national 
unions were organized. Among the national unions were the 
Brotherhood of the Footboard—now the Brotherhood of Lo- 
comotive Engineers—the Cigar Makers’ Union and the Brick- 
layers’ and Masons’ Union. The aims of the workers at this 
time were entirely practical; their chief demand was higher 
wages. When the demand was refused they went on strike and 
in, most cases the strike was successful. 

(When the war was over the organization of the workingmen 
not only went on rapidly but the wage-earners began to regard 
themselves as forming a class distinct from the capitalistic 
class. (hey began to feel that the Industrial Revolution had 
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formed an exclusive caste based upon wealth and that the work- 
ingman was doomed to remain in the class in which he found 
himself. The hope that workingmen might pass into the higher 
class was described by one of their most influential leaders as 
a “glittering delusion held up before the laborer to distract 
hig attention from the real object of his interest.” Animated by 


2 


Ye err 
Courtesy of Harper Brothers 
Blockading Engines in the Great Strike of 1877. 


this spirit of class consciousness and believing that their 
strength and their welfare lay in union, the toilers now carried 
forward the work of organization with renewed zeal and trade 
unions multiplied. By 1870 more than thirty national trade 
unions had been formed, while the local unions were numbered 
by the thousands. 

Accordingly when employers during the bad years follow- 
ing the panic of 1873 began to lower wages the workingmen 
were in a position to resist the reduction. The weapon of re- 
sistance upon which they chiefly relied was of course the strike. 
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In 1877 when wages were reduced on the Baltimore & Ohio, 
the Pennsylvania, and other railroads, there followed the great- 
est strike the country had yet seen. At the height of the con- 
troversy the strikers numbered nearly 100,000 and more than 
six thousand miles of railway were involved. In Baltimore shots 
passed between strikers and soldiers and a number of lives were 
lost. Pittsburgh for several days was in the hands of a mob 
which burned stations, train-sheds, roundhouses, and _threat- 
ened to burn the entire city. The strikers failed in their con- 
tentions, but everybody could see that a new force was at work 
in the industrial world. ‘“The strikers failed in every case, but 
the moral effect was enormous. For the first time a general 
strike movement swept the country. Heretofore, the general 
eight-hour movement in New York City in the spring of 1872 
had been the largest strike on record. But now the labor prob- 
lem became a matter of nation-wide and serious interest to the 
general public.” * The new problem with which the country was 
confronted’ was one that was henceforth to be always crying 
for solution and never finding one—the problem of industrial 
peace. 


THE PROBLEM OF RAILROAD. CONTROL 


Another persistent problem emerged at this time and began to 
cry for solution—the problem of railroad control. The men who 
were carrying forward the work of railroad development, con- 
solidating the old lines and constructing every year thousands of 
miles of new line, had a free hand both in their transactions 
with the public and in the management of the affairs of the 
road in which they were interested. It is true that they had to 
secure their charters either from a State or from the federal 
government (p. 242), yet this in most cases was not a trouble- 
some condition. A proposed railroad seemed to be such a de- 
sirable project and a community without a road was so glad 
to get one that the projectors of a line were not likely to be 


1 History of Labor in the United States, by John R. Commons and others; 
Vol. II, p. 190. 
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refused a charter, and when a charter was granted its terms 
were likely to be such as were dictated by the projectors. Not 
only were the railroad owners favored by a charter that per- 
mitted them to manage the affairs of the road pretty much as 
they pleased but they were assisted in the work of construction 
by gifts from many sources. For the donations to the railroads 
after the Civil War were even more lavish than they were be- 
fore. “Perhaps it is below,” says H. S. Haines, “rather than 
above, the actual proportion, if I should state that directly and 
indirectly by subscriptions, loans, guarantees, endorsements, and 
land grants, the cities, counties, States, and federal govern- 
ment had contributed one-half the actual cost of the railways, 
as originally constructed up to, say, the year 1870.” 1 The gifts 
like the charters were in most cases virtually unconditional. 
Indeed the railroads were so completely released from respon- 
sibility to government that for practical purposes they were a 
law unto themselves. “The railroad corporations of the United 
States,” said Charles Francis Adams in 1878, “have from the 
beginning enjoyed a sort of lawless independence.” 

This freedom was abused in outrageous fashion. The railroad 
magnates of the day—Cornelius Vanderbilt, Jay Gould, Collis 
P. Huntington, Thomas H. Scott, and others—were men otf 
wonderful business sagacity and foresight and their work in 
developing the railroad systems of the country had an economic 
value that is beyond computation, yet they were unscrupulous 
in their methods and they did not hesitate to use their power 
in ways that were injurious both to public morals and the pub- 
lic interest. By means of dishonest schemes of organization 
stockholders and bondholders were defrauded; stock was 
watered? in a shameful manner and the patrons of the road 
compelled to pay higher rates in order that dividends on the 
water might be paid;* the members of lawmaking bodies, of 
Congress as well as of the legislatures of the States, were cor- 
rupted by bribes offered for the purpose of securing favorable 


ed Ne, “water” the stock of a company is to increase its nominal capitalization 
without an equivalent addition to its actwal capital. 
2 See Railway- Corporations as Public Servants, p. 38. 


*In four years (1868-1872) the stock of the Erie road was watered from $17,- 
000 000 to $78.000,000 
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legislation ; free passes were given to executive officers judges 
county officials, political workers and to all classes of Bersons 
whose influence was supposed to be useful to the railroad that 
issued the passes. Freight rates were based on the principle that 
they must be as high as the traffic would bear, that is, as high 
as it was possible to fix them without actually preventing the 
shipment of goods. In applying the principle in cases where 
there was no competition the rates were often extortionate and 


A Grange Meeting in an Illinois School House. 


unjust. But the worst of the evils was the discrimination that 
was practised. By varying their rate schedules, making fish of 
this and fowl of that, the roads assisted one enterprise at the 
expense of another and favored one community while injuring 
another. 

By the early seventies it was becoming plain that something 
must be done to correct these railroad abuses. The movement 
for some kind of control began in 1869 when Massachusetts 
created a State railroad commission which was given certain 
powers of supervision and was authorized to make reports to 
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the State legislature. Of much greater importance, however, 
were the efforts made by Illinois, Minnesota, Iowa and Wis- 
consin to bring the roads under the control of law. In these 
States not only were railroad commissions created but laws 
were passed (between 1869 and 1874) to prevent unjust dis- 
crimination by railroads and to regulate freight and passenger 
rates. In nearly all the States there was some kind of legislation 
the aim of which was to correct railroad abuses but the move- 
ment for control was strongest and most effective in the Middle 
West. Here the grain growers, suffering from the unfair prac- 
tices of the railroads, organized for self-protection, their 


strength coming chiefly from the Patrons of Husbandry—_ 


Grangers, they were usually called—an association of farmers 
which in 1875 consisted of about 30,000 local societies—called 
“sranges’—whose total membership was nearly 2,500,000. 
Since it was mainly through the activity of the Grangers that 
the legislation providing for railroad regulation was secured, 
the laws were popularly known as the Granger Acts. 

But it is one thing to pass laws affecting a powerful eco- 
nomic interest and quite another thing to carry the law into 
effect. The enforcement of the Granger Acts was bitterly op- 
posed by the owners of the roads who contended that railroad- 
ing is a private business and that a legislature had neither the 
right nor the power to determine what a railroad should charge 
for its services. A railroad, they said, sold transportation just 
as a grocer sells cheese, and a legislature had no more right to 
fix the price of the transportation than it had to fix the price 
of the cheese. Some railroad men went even farther than this 
and declared that transportation could be rightfully regarded 
as an article of commerce owned by the company, “who as such 
may sell it or not, as it may seem fit, or if it elects to sell, may 
demand such price as it chooses or can obtain.” This was as 
much as to say that a railroad owed nothing to the public at all. 
But the railroad owners were not supported in their extravagant 
claims. The Grangers carried their case to the courts, and in 
1876 the Supreme Court of the United States ruled that rail- 
roads are ‘‘affected with a public interest”; that is, a railway 


or SY 
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is not strictly private property, but property in which the public 
has an interest. “When one,” said the court, “devotes his 
property to a use in which the public has an interest, he in 
effect grants to the public an interest in that use, and must 
submit to be controlled by the public for the common good.” 
Thus the power of the State legislatures to fix railroad rates 
being upheld, the Grangers won their case. Their victory, it is 
true, did not amount to much, for within a few years the 
Granger Acts were either repealed or modified. Still the decision 
of the court had the effect of establishing once and for all the 
principle of public control; never again was it asserted that the 
railroads were merely private business enterprises. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Can two or more independent railroad lines connecting two cities 
compete in the matter of rates? What would follow if such competition 
were attempted? In what ways could the lines compete? 

2. Why is a small wheat or corn crop sometimes more profitable to 
the farmer than a large one? What are some of the things that work in 
favor of the farmer? What are some of the things that work against 
him? 

3. Before the Civil War the people of the West relied chiefly upon 
the currency issued by the State banks. Why after the war did they 
turn to the greenbacks? 

4. Name two of the principal causes of panics, basing your statement 
upon what you have thus far learned. 

5. Does there seem to be a relation between panics and the amount of 
foreign imports? (Examine Table 6.) 

How many immigrants came to the United States in 1870? How 
many came in 1878? (Table 4.) How do you account for the falling off? 

7. What is meant by “industrial peace’? Under what conditions can 
industrial peace be secured? 

8. The Greenbacks: Bogart, 385-392; Van Metre, 475-480. 

9. Industrial Problems: Sparks, 68-83. 

10. The Panic of 1873: Van Metre, 400-410. 

11. Railroad Abuses: Faulkner, 458-465. 

12. The Labor Movement after the Civil War: Carlton, 60-68. 
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AN ASTONISHING DEVELOPMENT 


It is in economic affairs that we have’ shown the greatest originality 
and energy. These have absorbed our interest more completely perhaps 
than that of any other people of modern times—Guy Stevens Callender. 


By 1877 the hard times that followed the panic of .1873 were about 
over. Speculation was less rampant, production was better adjusted to 
the market conditions, foreign trade was taking an upward swing and 
economic conditions generally were improving. The prosperity that was 
dawning continued virtually unbroken for about sixteen years. During 
these years (1877-1893) our industrial and commercial progress was so 
rapid and so wonderful that the whole world was astonished by our 
achievements. 


PROSPERITY AND GROWTH (1877-1893) 


The prosperity that began to return in 1877 came at a time 
when the wounds caused by the Civil War were rapidly healing 
and when the enmity between the North and South was passing 
away. Peaceful and harmonious relations between the two sec- 
tions were established in 1877 when President Hayes removed 
the last of the federal troops from the South and thus permitted 
the Southern people to manage their own affairs in their own 
way. After the withdrawal of the troops the bonds of friendship 
between the North and the South grew stronger and stronger. 
By 1885 sectional differences had been so completely eliminated 
that the people in all parts of the country joined in electing a 
President who was the candidate of a party that had its greatest 
strength in the South and that was largely under the control 
of Southern influences. This expression of confidence meant 
that henceforth the North and South would deal with each 
other in a spirit of mutual good-will. It meant, too, that the 
people no longer felt that the ascendancy of this or that politi- 
cal party was absolutely necessary for the safety and salvation 
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of the country. So the period which we are now considering 
was one in which the public mind was not disturbed very 
deeply by the bickerings of sections or of party politics. Rather 
it was a period of commercial and industrial development that 
absorbed most of the energy that the nation possessed and that 
received the almost undivided interest and attention of the in- 
dividual citizen. 

The study of this remarkable period may very well begin 
with a general survey of the progress that was made between 
1870 and 1890. The astonishing rate at which we were moving 
is shown by the statistics set forth in the table below: 


1870 1880 18900 


Farms and farm property....... 
Atm: PLOGMCES of cae ope ous o stacewes 
Products of manufacturing...... 
Value of domestic commerce.... 


$8,900,000,000 
I,950,000,000 
4,232,000,000 
5,000,000,000 


$12,180,000,000 
2,212,000,000 
5,309,000,000 
7,500,000,000 


$16,082,000,000 
2,400,000,000 
9,372,000,000 
12,000,000,000 


789,000,000 
837,000,000 
65,000,000,000 


668,000,000 
835,000,000 
43,000,000,000 


436,000,000 
392,000,000 
30,000,000,000 


Imports of merchandise......... 
Exports of merchandise......... 
Total wealth 


Miulesof wailroad:.. ...0...02..% 53,000 |, 93,000 167,000 
IPG PUATION. victors cov eheverets serv sete fae 38,500,000 50,000,000 63,000,000 
Number of immigrants......... 387,000 457,000 455,000 
Waban poptlations cies a sip. can 8,000,000 II,300,000 18,200,000 
Pupils enrolled in public schools. 7,000,000 10,000,000 13,000,000 
SW Gr CANTICTS: <a tis specs oes abe Wiech ain 2,053,000 2,730,000 4,251,000 


Extended comment upon the above table is hardly worth 
while, for the figures speak for themselves. It should, however, 
receive careful attention, for it presents in outline the story of 
an economic development bewildering in its magnitude: 
population nearly doubled; the value of farm property, of 
manufactured products, of foreign commerce doubled with ex- 
ports ahead of imports; domestic commerce and total wealth 


more than doubled. 


IMMIGRATION; THE GROWTH OF CITIES 


If the growth was bewildering in its magnitude, its causes 
were also bewildering. In the swirl of forces that produced 
the results shown in the Table the brain and brawn of the immi- 
grant were powerful factors. During the hard years following 
the panic of 1873 the tide of immigration, as was to be ex- 
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pected ran low, but when prosperity returned and there was 
more work than could be performed by American hands the 
foreigners came in mighty streams. More than 5,000,000 came 
between 1881 and 1890. In the single year of 1882 immigra- 
tion reached the enormous total of nearly 800,000. Never in 
the long history of restless humanity had there been a migration 
so great. As always the Germans and the Irish were in the 
lead. In five years (1881-1885) nearly a million emigrants 
from Germany found new homes in the United States. Scandi- 


navians—Danes, Swedes, Norwegians—also came in faster 


than ever before. These millions of able-bodied newcomers 
spread over almost the entire country, and wherever they went 
they were readily absorbed in the industrial world. Thousands 
found employment on the railroads that were being built. 
Large numbers sought the free land of the West, where they 
took up the occupation of farming. But millions remained in 
the East to work in the shops and factories. 

Up to this time our policy had always been to keep the 
doors of immigration wide open so that all who would might 
enter. In the 1880’s, however, American workingmen, who for 
many years had been objecting to the presence of so many 
foreigners (p. 286), became insistent in their demands that 
immigration be restricted. They saw that the goods of Ameri- 
can manufacturers were protected by a tariff and they asked 
that American labor be protected by putting up the bars against 
the immigrant. Being now well-organized, their demands could 
not be ignored; the old open-door policy was abandoned and 
restrictions were placed upon the admission of foreigners, 
although the bars were not put up very high. In 1882—the 
year in which the immigrant tide rose so high—Congress, yield- 
ing to an agitation against the further admission of Orientals, 
passed an act excluding Chinese laborers from the United 
States for a period of ten years, an exclusion that was renewed 
in 1892 and again in 1902. In 1882 Congress also provided for 
the deportation of immigrants who by reason of physical or 
mental defects were unable to take care of themselves. But the 
American worker was not so much interested in the deportation 
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of defectives and idiots as he was in keeping out able-bodied, 
intelligent men. He could not hope, indeed he did not desire, 
to stop all immigration, yet he felt that one class at least ought 
to be excluded—the class that consisted of laborers who were 
brought to America by reason of a contract made abroad. In 
this matter his wishes were respected: at the behest of organized 
labor Congress in 1885 passed the Contract Labor Act which 
provided that persons brought to the United States under a 
contract to perform labor here should be sent back at the ex- 
pense of the vessel bringing them. Of this measure one of the 
members of Congress who voted for it said: “It undertakes 
to prohibit the efforts of corporations and of individuals, and 
of capitalists, to introduce the cheap and servile labor of foreign 
lands because that labor, as we know, can be commanded at 
very greatly reduced wages as compared with what we pay 
to the working people of our own country.” 

Millions of the foreigners found homes in the cities, which 
were now increasing in size and number at a rate that was 
changing the face of American society. In 1890 the nation was 
still rural, it is true, yet our trade and our industries were 
building up urban communities whose population compared 
favorably with the great cities of the world. New York, which 
owed its growth chiefly to commerce, had in 1890 a population 
of nearly 2,500,000.! Chicago, whose growth was also largely 
due to commerce—that of the Great Lakes—contained more 
than a million souls. Philadelphia, a place of vast manu- 
factures, also had a population of over a million. Boston and 
Baltimore and St. Louis each had a population of nearly half a 
million. Cleveland, Pittsburgh, Detroit, Buffalo, San Francisco. 
Milwaukee, Cincinnati, New Orleans, and Washington had 
passed the two hundred thousand mark, while Newark and 
Minneapolis were rapidly approaching that mark. In New 
England, New York, New Jersey, and Pennsylvania, where 
manufactures were so highly developed, more than half the 
population lived in cities. 


1 This number includes the population of Brooklyn, which in 1898 was annexed 
to New York proper. 


The 
Growth 
of Cities 


Patents 


New Agri- 
cultural 
Imple- 
ments 


298 RISE OF AMERICAN COMMERCE AND INDUSTRY 


PROGRESS IN THE MECHANICAL ARTS 


But the growth of cities of course is an effect not a cause 
of economic development. A real and most important cause of 
the industrial and commercial growth shown in the table was 


the progress that was being made in the mechanical arts. Never 


before had invention done so much to increase the efficiency 
of human effort as it was doing during this period. In former 
times inventions came along in haphazard fashion. A barber 
would invent a spinning-machine, a preacher a power-loom, a 
teacher a cotton-gin, an artist a steamboat. With the coming 
of the Industrial Revolution, however, invention became one of 
the regular occupations. In the large industrial establishments 
highly-trained men were employed to experiment with new 
mechanical devices and new processes of manufacture, with 
the result that inventive genius was stimulated in a manner 
never before known. What the inventor was doing for the 
advancement of the industrial arts during the period now 
under consideration is shown by the number of patents which 
were issued. This number between 1861 and 1870 was about 
80,000; between 1870 and 1880 it was 125,000; between 1880 
and 1890 it was more than 200,000. During the last decade of 
the century an average of more than 60 patents were taken out 
every day. 

Of the new inventions thousands were devised for the 
benefit of the farmer. In 1880 was perfected the automatic 
or self-binding reaper whose steel fingers placed a band of 
twine or wire around the wheat as it was cut and with almost 
human intelligence bound it into a sheaf by tying a knot. More 
wonderful still was the complete harvester, which soon followed, 
a machine which cut the grain, threshed it and put it into sacks. 


These efficient reaping machines by increasing the amount of 


grain which a farmer could harvest increased the number of 
acres he could profitably till. Another invention that enabled 
him to increase his acreage was the gang-plow, a series of 
several plows joined together mounted on wheels and drawn by 
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steam. With the aid of these machines and others that were now 
appearing such as corn-planters, corn-cutters, improved drills 
and mowing-machines, one laborer on the farm became as 
efficient as two or three had been before these were brought 
into use. Indeed, much of the progress that was being made in 
agriculture was due to the brain of the inventor. 

And his brain accounted for much of the progress in the 
manufacturing industries. Late in the eighties a series of 


experiments led to the perfection of the Northrop automatic 


loom, an invention which revolutionized weaving as completely 
as it was revolutionized by the power loom (p. 113) and which 
stands today as the greatest triumph in the weaver’s art. More 
important even than Northrop’s new looms were the improved 
processes of making steel. In 1858 Sir Henry Bessemer of 
England invented a process by which tons of molten pig iron 
could be run into a furnace and in a few minutes converted 
into steel of a fine quality. Just after the Civil War American 
manufacturers began to avail themselves of the Englishman’s 
process. In the production of the necessary pig iron they now 
began to use bituminous coal (chiefly in the form of coke) 
instead of anthracite. The use of the new fuel permitted the 
spread of the iron industry over a wide area, for bituminous 
coal could be obtained in thirty States.) So the coal industry 
developed along with the iron industry and this meant a 
corresponding growth of the steel industry. “Between 1870 and 
1890 the output of the steel mills increased from 68,000 tons 
to 4,277,000. The supply could hardly be greater than the 
demand, for steel was now being put to uses never dreamed of 
in former times. Bridges were made of steel, battleships and 
merchantmen were made of steel, the frameworks of great 
buildings were made of steel. But it was the railroads that were 
the greatest consumers of steel. A steel rail could stand im- 
mense friction without serious injury and a steel boiler could 
with safety carry steam at a very high pressure. Accordingly 
steel rails and locomotives came into use. It was possible now 
to build locomotives that would draw longer trains-and it was 
also possible to run trains faster. But a heavy, fast-running 
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Peter Cooper’s Engine, 1830. 


; An Engine in ‘the Forties. An Engine-in the Seventies. 


Photograph used by permission of Baldwin Locomotive Works 


An Engine of To-day. 
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train could not be stopped quickly by the old-time hand brake 
that was in use. With the old brake a train would sometimes 
run several hundred yards beyond a station before it could be 
brought to a standstill and then when “backed” it would again 
pass beyond the station. The problem of stopping a train, there- 
fore, was almost as important as the problem of starting it. 
Invention met the difficulty in 1881 when George Westinghouse 
gave to the world a powerful brake which was operated directly 
from the engine by means of compressed air. 

Thousands of the new inventions of the period were appli- 
ances for using electric energy in industry. For electricity was 
now being brought under control and made to perform more 
services than it had ever entered into the imagination of 
man to conceive. Foremost among the triumphs of this age 
of electricity came the telephone of Alexander Graham Bell, 
whose labors by 1876 had resulted in making a machine that 
would carry the human voice. At first the telephone was a 
mere toy that would operate at short distances but as im- 
provements were made the distances grew greater and greater 
until at last one could talk in New York and be heard in 
London. The telephone grew rapidly in favor and in a short 
time it was used more than the telegraph. Electricity was also 


brought into use for purposes of illumination. In 1878 Charles , 


F. Brush of Cleveland invented the arc-light whose brilliancy 
was so great that it rivaled the light of day. The arc-light 
was excellent for lighting the streets but it was not suitable 
for indoor illumination. It was not long, however, before 
Thomas A. Edison invented (in 1879) an incandescent. electric 
light, which could be used anywhere, indoors or outdoors. 
Edison, whose patents were numbered by the hundreds, also 
turned his attention to experiments the purpose of which was 
to use the electrical current as power for transportation. In 
1882 he operated a car by electricity at Menlo Park, New 
Jersey. With this experiment of the “Wizard of Menlo Park” 
began a new period in the history of urban transportation. 
Before many years had passed the old time horse-car could no 
longer be seen on the streets of American cities, for its place 
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had been taken by the electric “trolley” car. The use of 
electricity as a power for transportation began a new period in 
the history of motive force in general. More and more the 
electrical current was brought into competition with the water- 
fall and the steam-engine. 


NEW INDUSTRIES 
/ 


\This marvelous progress in the mechanical arts resulted not 
only in an increase of the output of the old industries but it 


Experimenting with the First Telephone. 


hastened the development of many new ones. Thus with the 
new inventions in electricity there arose an entirely new demand 
for electric motors, electric light bulbs, and electrical apparatus 
of every kind, and in order to meet the demand an electrical in- 
dustry arose. ) Its prosperity of course was assured. In 1879 
the value of the output of electric apparatus and supplies was 
less than three millions of dollars. Following the appearance of 
the new inventions the output of the electrical industry went on 
increasing in value until it passed the billion dollar mark. 
Closely associated with the development of the electrical in- 


AN ASTONISHING DEVELOPMENT 303 


dustry was the growth in the production of copper, the most 
important raw material used in that industry; for the best 
conductor of electricity is a copper wire. Before the invention 
of the telegraph the output of copper was small, its uses in the 
arts being confined to the manufacture of only a few unimpor 
tant articles. With the appearance of the telegraph, however, 
there arose a demand for thousands of miles of copper wire. 
The copper was supplied at first by the mines of Michigan, 
and later by those of Montana and Arizona (p. 274). The total 
amount of copper produced from domestic ores in 1870 was less 
than 14,000 tons. With the appearance of the telephone, the 
trolley car, and the other new electrical inventions the copper 
industry took a fresh start and quickly became an important 
element in our economic life. Having at our command the rich 
copper mines of the Rockies and of the Lake Superior region 
we were able to produce the metal in quantities sufficient to 
meet our own needs and in addition to supply a demand that 
came from abroad. By 1890 our smelter output of copper was 
260,000,000 pounds. The industry continued to thrive until 
at last we produced more than half of all the copper consumed 
in the world. : 

Of still greater importance was the packing industry that 
was developed during this period. As we shall presently 
learn (p. 314) the broad plains of the West were now becom- 
ing a scene of cattle raising. Corn, upon which swine and 
cattle could be fattened, was being raised by the billions of 
bushels. Railroads were furnishing refrigeration in the trans- 
portation of meats, the refrigerator car having been invented 
in 1869. Cold storage warehouses at Chicago, St. Louis, Kansas 
City and Omaha were making it possible to carry on meat-pack- 
ing all the year round, in summer as well as in winter. Refriger- 
ation plants on ocean steamships invited the shipments of fresh 
meat to foreign ports. Under these favorable conditions the 
meat-packing industry assumed new features and new propor- 
tions. About 1876 we began to send our animal products abroad, 
and the shipments continued on an ever-increasing scale until at 
last we were furnishing one-third the world’s supply of meats. 


The 
Copper 
Industry 


The Meat- 
Packing 
Industry 


The Oil 
Industry 


$64 RISE OF AMERICAN COMMERCE AND INDUSTRY 


In 1890 the most important manufacturing interest in the 
United States, judged by the total value of the product, was that 
of the slaughtering and meat-packing industry. 
It was at this period, too, that the oil industry was coming 
to the front as a new and important factor in the economic 
structure. The oil industry as we know it today had its begin- 
ning in 1859 in western Pennsylvania, where by the sinking 
of wells it was discovered that petroleum could be obtained 
in almost unlimited quantities. The discovery was timely, for 


Photograpl by U. & U. 
A Scene in the Texas Oil Region. - 
there was a pressing need for a new lubricant for machinery 
and for a new substance that could be used for illumination.) 
Up to this time the world had depended chiefly upon lard oil 
for the oiling of machines, while outside of cities the tallow 
candle was the almost universal source of artificial light. But 
by 1860 it was becoming plain that the demands of the factories 
and of rural homes could no longer be supplied by the fats of 
animals and people were beginning to wonder where the supply 
was to come from. So the news of the oil developments in Penn- 
sylvania was hailed with delight. Hundreds of adventurers 
rushed to the oil fields and began to drill for petroleum. All 
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over the country there was a search for oil lands, the excitement 
being similar to that which followed the discovery of gold in 
California. And it was found that petroleum was widely dis- 
tributed. Soon wells were bored in Ohio and Indiana and later 
in West Virginia, Kansas, Texas, California, Oklahoma, and 
elsewhere. Production of course jumped at a startling rate: 
500,000 barrels of petroleum in 1860; 5,000,000 barrels in 
1870; 26,000,000 barrels in 1880; 45,000,000 in 1890. 

In the development of this industry difficulties of transporta- 
tion had to be overcome. The oil was often taken from wells 
located at considerable distances from railroads or rivers and 
frequently the intervening country was so rough, so entirely 
destitute of good roads, that transportation by wagons was al- 
most impossible. In order to meet this difficulty pipe lines were 
established. Iron pipes jointed to great lengths were used to 
carry the oil from the wells to the point where it was to be 
refined or to the market where it was to be sold. The oil was 
either carried along in the pipe by gravity or was forced along 
by the pressure of steam-engines. The piping of oil in this 
manner began early in the history of the industry and soon 
pipes buried in the ground, running over mountains and across 
level stretches of country, were carrying millions of barrels of 
oil from the field where the wells were located to the cities 
along the seaboard. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. What was the per capita wealth—found by dividing the total wealth 
by the: total population—of the United States in 1850? In 1860? In 
1870? In 1880? In 1890? (Tables 3 and 18.) 

2. How many foreigners, in round numbers, came to the United States 
during the period covered by this chapter? (Table 4.) 

3. “Every great city owes its eminence to commerce.” Is this largely 
true of Philadelphia? of Washington, D. C.? of Denver? Of what cities 
in the United States is this statement particularly true? Is it wholly 
true of Philadelphia? om 

4. In what ways has electricity contributed to the growth of cities? 
Would it have been possible for the largest cities of the world to have 
attained their present size without the invention of the trolley car? 

5. What was the value of our manufactured goods in 1879? In 1889? 
(Table 10.) What were some of the causes of this growth? What was 
the value of our copper production in 1870? In 1890? (Table 11.) 
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6. Trace the improvements made in lighting from the earliest times to 
the present. (Forman, Useful Inventions, 28-37.) 

7. In what form does corn enter into our export trade and constitute 
a large part of it? 

8. Did the Contract Labor Law have any effect upon immigration? 
(Table 4.) 

9. Is your city listed in Table 5? If so does it show a steady growth 
in population? States the reasons for the growth of those cities which 
in Table 5 are shown as having in 1890 a population of more than 200,000. 

10. Immigration (1880-1907) ; Latane, 285-302. 

11. Large Scale Production in Agriculture: Faulkner, 427-430; Van 
Metre, 416-422. 

12. Invention and Discovery: Sparks, 37-56. 

13. The Geographical Distribution of Cities and Industries: Semple, 
337-305; Faulkner, 556-558. 

14. Application of Electricity in Industry: Van Metre, 427-430. 

eee Telegraph and the Telephone: Forman, Useful Inventions, 
246-265. : 
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XXV 
THE NEW SOUTH AND THE NEW WEST 


The New South is enamored of her new work. Her soul is stirred 
with the breath of a new life. The light of a grander day is falling fair 
on her face—Henry W. Grady, in 1886. 

The increase of railroads and. of agriculture products in the United 
States has moved off into our new country with an even pace. The 
number of miles of new road each year is inevitably followed by a 
proportional increase in the tonnage of products put on the market— 
William Barrows. 


Continuing our study of the prosperous period which followed the 
panic of 1873, we shall now turn our attention to the South and to the 
West and learn how the general prosperity of the period was affected 
by the economic conditions which prevailed in those two sections. 


THE-NEW SOUTH 


By the 1880’s the South had so far recovered from the effects 
of the Civil War that she was prepared to share in the good 
things that were in store for the nation at large and was able 
to contribute much to the general prosperity. Among the blacks 
there was so much improvement that even the white leaders 
were beginning to acknowledge that freedom was justified of 
her children. ‘“We have found out,” said a distinguished 
Southerner, Henry W. Grady, in 1886, “that in the general 
summing up the free negro counts for more than he did as a 
slave.”” Schools were provided for colored children with the 
result that illiteracy among the negroes gradually declined. 
In-1880 only thirty adult negroes in every hundred could read 
and write; in 1890 the number was forty-three in every hun- 
dred; and in 1900, fifty-six. The black man in most of the 
States was kept away from the ballot box, yet as a rule he 
was permitted to enjoy the same civil rights as the white man. 
This meant that his economic rights were not impaired. He 
could trade, engage in the occupation of his choice, acquire 

307 


Freedom 
Justified 
of her 

Children 


The 
Cotton 
Industry 


308 RISE OF AMERICAN COMMERCE AND INDUSTRY 


property, establish a home. And of these opportunities he 
made as good use as could be expected. In less than ten years 
after the negroes were released from their bondage hundreds 
of thousands of acres were owned by colored farmers who had 
been slaves and by the year 1900 nearly half the cotton farms 
were in the hands of the negroes and the value of the farm 
land owned by them was more than $100,000,000. This accumu- 
lation of property went on until by 1925 it was estimated that 
nearly 700,000 negroes owned their own homes and the prop- 


Fi¢.13,—Map ofthe Sontheastern States, based on the report of the Bureau of the 
Census of-1011, showing the production of cotton and also approximately the 
ie division line between Feastern Upland rotion and Gall and Texas cotton 
‘The white dots show the relative amount of cutton eruwn in the various parts 
© of the cotton bejt. The star shows the center of production 
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Where the Cotton Grows. 


erty held by colored people was valued at over $1,700,000,000. 
So, looking at the matter from an economic standpoint, we may 
say that at the period now under discussion America through- 
out its whole extent meant opportunity for every race and for 
every color. 

The scene of the black man’s labor was still in the cotton 
fields, for cotton was still the staple of the South. And it 
was still cultivated by the system of small scale production 
introduced just after the slaves were set free (p. 272). There 
were, it is true, some large plantations on which the negroes 
worked for wages, but most of the cotton was raised on little 
farms owned by white men and tilled by negro tenants who 
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worked not for wages but for a share of the crops. This tenant 
farming was bad for the soil; it tended to perpetuate the old 
one-crop system; and it resulted quite generally in keeping 
the tenant in debt either to the owner of the land or to a nearby 
merchant. For too often the crop by the time it was ready to be 
picked was already held by a lien to pay for goods that had been 


_bought or for money that had been borrowed. Nevertheless, 


the system was productive of cotton sufficient to meet a demand 
that was all the time growing, both at home and abroad. Before 
the end of the eighties the South was raising twice as much 
cotton as she raised before the el War and was exporting 
twice as much. 

But cotton no longer told the whole story of the South’s 
economic development. For besides diversifying their crops 
(p. 273) the Southern people were now building up manufactur- 
ing industries and exploiting the treasures of mines and forests. 
The demand for lumber in the North and in the older States of 
the Middle West was growing, while the supply of these popu- 
lous sections was dwindling. The South, having splendid 
forests of pine and cypress which had as yet hardly been 
touched by the woodman’s axe, undertook to supply the demand 
and the enterprise met with success. By the end of the 1880's 
she was producing nearly half as much lumber as was cut in 
the forests of the Lake country—Michigan, Minnesota and 
Wisconsin—and by the end of the nineties her lumber output 
was almost one-third of the total output of the entire nation. 

The South also had mineral resources that had hardly been 
touched. In Tennessee and Alabama and in other Southern 
States there were rich mines of coal and of iron ore waiting 
for the miner’s pick and the smelter’s furnace.| So the South 
went into the business of mining coal and manufacturing iron, 
something she had never done before. Again she was successful. 
By 1880 coal was being mined all over the South and the new 
industry was everywhere prosperous. The iron industry also 
flourished, because in places where the iron ore was abundant 
there was usually close at hand a supply of coal for smelting. 
The progress of this new Southern industry was so rapid that 
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by 1880 the iron and steel mills of Tennessee and Alabama 
were competing in the market with the mills of the North. 

But it was in the manufacturing industries that the most 
striking changes were taking place. Before the Civil War, 
as has been pointed out (p. 181), the Southern people were 
content to let manufacturing alone. Soon after the war was 
over, however, they began to give some attention to industrial 
matters. The most attractive enterprise of course was the manu- 
facture of cotton goods, for if machines for spinning and 
weaving could be set up the raw material would be close at 
hand. Quite naturally, therefore, capital was invested in cotton 
mills in which modern machinery was installed. Thus the way 
was prepared for the entrance of the Industrial Revolution 
into the Southland.)There was little danger that the new cotton 
mills would fail. There was water-power, the negroes would 
raise the cotton, and the poorer whites with their women and 
children would work at the machines./Moreover, men of wealth 
from the North were now ready and eager to invest their 
capital in the Southern mills. The result was a marvelous de- 
velopment. By 1880 the South manufactured nearly one-fourth 
as much cotton as New England and this progress continued 
until half of the cotton factories of the nation were located in 
the Southern States. 

So it was in reality a new South that was emerging. Not 
only was its labor system new but its entire economic structure 
was undergoing changes that were to transform it into a some- 
thing entirely different from its former self. Under the new 
order of things, being no longer held back by a one-sided in- 
dustrial growth, it developed into a region in which the forces 
of capital had full play and in which commerce and manufac- 
turjng as well as agriculture could expect to thrive. 


THE NEW WEST 


If the contributions of the new South to the general pros- 
perity of the nation were great, even greater were those made 
by the West. For the biggest thing in the economic life of- the 
nation at the period we are now studying was the development 
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that was taking place in the country that lay far beyond the 
Mississippi. The groundwork of this development was the rail- 
road. Railroad construction was now being carried forward 
at a rate even more rapid than before the panic of 1873. In 
the eighties alone more than 70,000 miles of new track were laid, 
a record that was never equaled before and has never been 
equaled since, either in the United States or in any other 
country. As we have already learned, the Western wilderness 
was penetrated by one transcontinental line as early as 1869 
(p. 276). It was soon to be penetrated by others. In 1870 work 
was begun on the Northern Pacific Railway, \vhich received 
from Congress its charter and a grant of nearly 43,000,000 
acres of the public lands, an area greater than that of all New 
England. By 1880 the Northern Pacific had been built from 
Duluth clear across Minnesota and Dakota and in 1883 trains 
carrying passengers from Chicago and Portland met at a point 
in Montana where a spike was driven to mark the completion 
of the great highway through the new Northwest. Even earlier 
than this transcontinental railroads were opening up a‘new 
Southwest. In 1881 a line that was afterward known as the 
Southern Pacific was in operation between New Orleans and 
the Pacific Coast. Two years later the Atchison, Topeka & 
Santa Fé was completed and one could travel by rail from 
Kansas City to Los Angeles. Thus early in the eighties there 
were four great iron highways extending across the continent) 
like four mighty navigable rivers to bear the burdens of travel 
and trade. And this was not all. In addition to the continental 
lines there were scores of\branch lines running out from the 
main highways and serving as feeders to them. 

The railroad was the friend of the white man but it was 
the enemy of the Indian. It not only robbed him of broad 
plains over which he had been accustomed to ride and roam 
but it also resulted in the destruction of the buffalo, the chief 
source of his livelihood, for it was from this animal that he 
obtained food, clothing, strings for his bows and harness for 
his horses. But he did not surrender to the encroachments 
of the iron horses without a struggle. For twenty years after 
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the Civil War the red man in the West gave fight to the whites 
and in hundreds of small engagements scores of Union officers 
and soldiers lost their lives. But all the time the lines were 


drawn tighter and tighter around the Indian and all the time he 
was losing his lands. By the middle of the eighties his struggle 
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was over; and his pacification was complete. Henceforth white 
men were the undisputed masters of all the Western country 
and were free to develop its resources in peace and security. 

One of the first things done by the new masters was to 
build up a cattle industry. On the great treeless plains that 
stretched from central Kansas to the Rockies and from Canada 
to the Rio Grande there was a luxuriant growth of rich and 
sweet grass upon which millions of cattle might feed. The land 
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of this cow country for the most part was unoccupied and 
belonged to Uncle Sam. Here was an opportunity that appealed 
to adventurers and to men who loved the excitement and in- 
dependence of outdoor life. If one would only go out to the 
plains and raise cattle there would be no end to the profits 
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for there would be no limit to the size of the herds{ Accord- 
ingly there arose in the cow country a cattle industry such as 
the world had never before seen.) Most of the cattle were bred 
in Texas where they roamed over land belonging to that State. 
After having been “rounded-up” and branded by their proper 
owners with a mark which would be respected as a full title 
to ownership they were driven on foot by cowboys in great 
herds northward to Kansas or Nebraska or even to points as 
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far north as Montana or Dakota, for from Texas up to the © 
Canadian border there was an unbroken expanse of native 
grass upon which the marching herds might graze. At their 
northern destination the steers that were fat enough for the 
market were placed on board trains and carried to some place 
where a packing industry had been established, to Kansas City, 
perhaps, or St. Louis, or Chicago. If at the end of the “long 
drive” from Texas there were cattle that were not yet in 


Rounding Up the Cattle in the Cow Country. 


good condition for the market or that the owner wished to hold 
for a higher price, these were turned upon a “ranch” on which 
they grazed and where they were guarded and held until such 
time as it might please their owners to sell them to the packers. 
On many a ranch the cattle could be counted by thousands, 
for the industry in the days of free grazing was a large scale 
affair. And the land necessary for the industry had to consist 
of large tracts. In some cases a ranch would embrace as 
much as 10,000 acres. 

The profits of cattle raising in the cow country were enor- 
mous but the days of the rancher were soon numbered. For 
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the same railroads that assisted him in getting his cattle to 
the markets of the East brought out to the plains thousands 
and thousands of pioneer farmers. Under the Homestead Act 
the farmer could take up a farm, inclose it with a barbed-wire 
fence and thus deprive the rancher of the pasture land upon 
which he fattened his cattle free of charge. And that is what 
happened; the farmers with their barbed-wire fences took 
possession of the cow country and by the end of the eighties 
the ranch was a thing of the past. Cattle to bé sure continued 
to be raised on the farms that were fenced in but the industry 
after the disappearance of the ranch was conducted upon a 
relatively small scale. 

The advance of the farmer into the new lands at this period 
was so rapid that within the short span of twenty years a great 
civilization arose out of a wilderness. We have already learned 
of remarkable transformations that were made at different 


The 
Farmer 
Ousts the 
Ranchman 


periods in the history of the Westward Movement (p. 161, p. . 


215) but never before was there a transformation so remarkable 
as the one which was made between 1870 and 1890. An idea 
of the rate at which emigrants went out to the Western country 
in the seventies and eighties may be gained by a study of the 
following table of population: 


1870 1880 1890 

SOuthe Dakota wa. ve asc cate ed eh II,000 98,000 348,000 
Nortel) ako tae vie-< 6 votes site. lavas 2,000 36,000 190,000 
Monten ames iirescth aanchsiocct. So ar 20,000 39,000 142,000 
NWWashinetotireses Jar t. atae wal «0s 23,000 75,000 357,000 
Gaitorimia mare ye eos. ane fetes a 560,000 864,000 1,213,000 
(Gineoril y 2 cae: oe Rees SERRE ec eA 90,000 174,000 |* 317,000 
Coloradonmcd. sick faah.celtl <a: 39,000 194,000 413,000 
WEY OTIAIT Omran gre tire) ater caste @ oyehonetsesee 9,000 20,000 62,000 
Nao mpemer da lentes: tia staked hie soca? 14,000 32,000 88,000 
INebraskarwareseiin «aierc-ccvante sais" 122,000 452,000 1,062,000 
NUE ed es, c Sheetsicen. cc SOR ORC a EEO 86,000 143,000 210,000 
OVS EIGN 54 aon Aw oR eeprom Coble || Sorta ob iene al louaiceoian meron one 258,000 
ARORA sateen be eee Oo Orie Orne ee 818,000 1,591,000 2,235,000 
INewalVllextcOmdeentics chen g1,000 119,000 160,000 
PATI Z OTA ee OE Nays Cie Me yc. Ses. Sess 9,000 40,000 88,000 

cL Ciel a eee ter tate caine 1,894,000 | 3,877,000 7,143,000 
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The course of development was determined by the railroads. 
Seven years after the completion of the Northern Pacific five 
new States were built up in) the region through which it passed 
and were admitted into the Union: the two Dakotas with their 
broad fields of wheat; Montana, with its mines and its grazing 
lands ; Idaho with its valuable forests ; Washington with natural 
resources of almost every description. At the time the railroad 
entered this new Northwest a man could travel through the 
region for days and not see a single human being, but with 
the coming of: the iron horse the wilderness vanished, like the 
mist before the sun. Farmers settled Dakota so rapidly that 
some counties with scarcely an inhabitant at the beginning of 
the summer were well populated at the end of the year. Wash- 
ington in the two decades before 1880 added only 50,000 to 
its population; after the railroad came to develop its forests 
and mining and grazing lands its population leaped from 75,000 
in 1880 to 350,000 in 1890. Along the line of the Union Pacific 
it was much the same. The “Great American Desert’ rapidly 
became the abode of civilized man. By 1890 Nebraska was a 
great grain growing State with a population of more than 
1,000,000 souls. Wyoming had a population of more than 60,000 
and was enjoying statehood, while Utah was a community of 
more than 200,000 inhabitants. Colorado also quickly felt the 
benefits of the Union Pacific. In 1870 Denver was connected 
with the main line by a spur which ran to Julesburg and within 
six years the population of the “Centennial State” more than 
doubled.’ Likewise the Southwest was responding to the in- 
fluence of the transcontinental lines. With the building of the 
Atchison, Topeka & Santa Fé and the Southern Pacific the 
settlement of western Texas, New Mexico and Arizona took 
on a new aspect. The immense vacant areas of the ‘‘Lone Star” 
State began to fill up with people. The area of farming land in 
Texas increased between 1870 and 1890 to an amount roughly 
equivalent to the combined areas of New Hampshire, Vermont 
and -Massachusetts. Towns and cities began to appear and there 
was laid the foundation of a commerce that one day was to 
make Texas the greatest exporting State in the Union. The 
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railroad also entered the “Indian Territory’—now Oklahoma— 
where in 1890 millions of acres of land, purchased by Congress 
from the red men, were thrown open to the whites and where 
60,000 settlers found homes in the space of seven months. 


THE, PASSING OF THE FRONTIER 


By this time the American frontier was a thing of the past. 
As late as 1880 the census was able to show that an irregular 
sort of frontier line still existed. But with railroads radiating 
in every direction and carrying settlers hither and thither into 
every unoccupied spot it was useless to talk much longer 
about a frontier. Accordingly in 1890 the superintendent of the 
census had this to say: “Up to and including 1880 the country 
had a frontier of settlement, but at present the unsettled area 
has been so broken into isolated bodies of settlement that there 
can hardly be said to be a frontier line.” This was a statement 
of profound economic significance. With the disappearance of 
the frontier the old America also passed out of sight and a new 
America came into view. As long as there was a frontier there 
was always a place to which the discontented and unfortunate 
and adventurous classes of the older sections could go and begin 
life anew and on which the immigrant might find him a home. 
For as long as there was a frontier there was always land 
that could be had at a price that was so low that it was practi- 
cally free. But by 1890 the most desirable and most fertile por- 
tions of the public domain had passed into private hands and 
cheap land was no longer to be had. Henceforth only the settler 
with a considerable sum of money could become the owner of 
his farm. 

Here was a turning point in American economic history. 
Nith the disappearance of cheap land the relative importance 
of agriculture grew less while that of the manufacturing 
industries grew greater. Immigrants and unemployed and un- 
fortunate Americans as well instead of going to the West to 
engage in farthing entered the factories of the industrial centers. 
The result was that the manufacturing interests advanced at a 
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speed that agriculture could not attain. And the manufacturing 
industries maintained their lead. The passing of the frontier 
therefore meant that thenceforth the American manufacturer 
was to hold the center of the economic stage. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Compare farming in the South after the Civil War with farming 
there in the 1880's. 

2. How much cotton did the South produce in 1870? In 1880? In 
1890? (Table 9.) Was slave labor more or less productive than free 
labor? In what year in the nineteenth century were wheat exports at 
their peak? (Table 7.) 

3. Name the States that were admitted and the territories that were 
romero 1870 and 1890. (Table 2.) Where was the frontier line 
in 1890: 

4. Show that pioneering in the 1880's differed vastly from pioneering 
in colonial times. 

5. What cities in the United States owe their existence almost wholly 
to railroads? 

6. Prepare a short paper giving an account of ranch life (Sanford, 
235-245.) 

7. The New South: Sanford, 323-332. 

8. The Future of the Indians: Farrand, 262-271. 

g. Internal Transportation: Faulkner, 454-458. 

10. The Far West (1876-1888) : Sparks, 251-264. 

11. The Cow Country: Paxson, 533-541. 

12. The Disappearance of the Frontier: Paxson, 564-574. 
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The inventions of today lead to concentrating industrial and commer- 
cial affairs into huge concerns. You cannot work the Bessemer process 
successfully without employing thousands of men upon one spot. You 
cannot make a yard of cotton goods in competition with the world 
without having an immense factory and thousands of men and women 
aiding in the process—Andrew Carnegie. 


The progress described in the last two chapters was due in no small 
degree to changes that were taking place in the organization and finan- 
cial management of business affairs. The corporation was being brought 


into use in almost every line of activity and was serving as an instru- ° 


ment for consolidating capital and concentrating wealth on a scale that 
was startling in its magnitude. It will be well, therefore, at this point 
to learn of the economic situation which in the seventies and eighties 
was created by the corporations. 


LARGE SCALE INDUSTRY AND THE CORPORATION 


The distinguishing feature of the industrial world in the 
1870’s and 1880’s was the big way in which things were done. 
There was nothing new, it is true, about large scale production 
but the scale now seemed to be gigantic when compared with 
anything that had gone before. An oil concern would produce 
annually many millions of barrels of oil, a steel mill hundreds 
of thousands of tons of steel, a cotton mill millions of yards 
of cloth; a railroad company would operate trains on several 
thousand miles of tracks; a telegraph company would deliver 
messages to tens of millions of people. The whole economic 
trend was toward concentration and toward production on an 
ever-increasing scale. For example: the number of steel mills 
decreased by a third between 1880 and 1890 but the output of 
steel products increased by one half; the number of establish- 
ments engaged in the manufacture of agricultural implements 
fell from nearly 2000 in 1880 to less than 1000 in 1890 although 
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the capital invested was more than doubled in the interval; in 
the leather industry three-fourths of the establishments dis- 
appeared in eight years while the value of leather manufacture 
increased five-fold. And thus it was with most of the other in- 
dustries ; in nearly all of them the tendency was toward greater 
concentration and a larger and larger scale of production. 

This tendency was the result of forces that seemed to be ir- 
resistible; concentration was in things. Improved machinery 
and new processes of manufacture made it possible for the 
manufacturer to produce goods in quantities and on a scale 
never before known and it could not be expected that he would 
turn his back upon such a great opportunity: Then the develop- 
ment of the country required that things be done on a large 
scale. The accumulating demands of a rapidly increasing popula- 
tion spreading itself over an ever-expanding area could not 
have been readily met by enterprises organized in a small way. 
Moreover, the splendid facilities for carrying on commercial 
transactions must also be counted as one of the factors that 
were making for big things. In the eighties the express train 
was carrying the business man from place to place with 
lightning speed and increasing,enormously his power to bargain, 
to plan, to superintend, and-to strike out in new fields. The 
telephone and the telegraph were keeping him in touch with 
all parts of the country and making it possible for him to attend 
to as many matters between breakfast and lunch as in the old 
time could have been attended to in a month. By making good 
use of the new agencies of science and invention a man with 
brains and energy and a talent for organization could increase 
his business efficiency a hundredfold, and in exceptional cases 
transform himself into an economic giant. 

The struggles of competitors in business also had a great deal 
to do with the matter of large scale production. For the manu- 
facturer, knowing that a larger scale of production would mean 
production at a lower cost, enlarged his plant so that he might 
turn out goods at less cost than they could be made by a competi- 
tor who manufactured on a small scale. This advantage enabled 
the large manufacturer to sell at a small profit and_ still 
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prosper whereas if the small producer attempted to sell at the 
same small profit he would be ruined. So in the race of competi- 
tion the advantage was strongly on the side of the large pro- 
ducer. 
But the great establishments required a great outlay of The Rise 


. of the 
money. In order to secure the necessary capital for the larger Tadustrial 
. . SiMe 5 orpora- 
business and to organize it in the best manner the corporation tion 


was brought into use. The economic advantages of the corpora- 
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tion have already been described and we have learned that dur- 
ing the Civil War many corporations were formed for the 
purpose of carrying on industrial enterprises (p. 260). After 
the war was over the corporation because of ‘its efficiency be- 
came so popular in business circles that almost every large 
industrial undertaking was organized under the corporate form. 
By the end of the eighties corporations were not only lending 
and investing money and carrying freight and passengers on 
railroads and steamboats, but they were also manufacturing 
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tools and machinery and cloth and furniture and dishes and 
hardware and farm implements and foodstuffs! In whatever di- 
rection one turned, whether in the financial or commercial or in- 
dustrial world, one met with the corporation. So the corporation 
had now become an economic factor of the highest importance. 


COMBINATION AND CONSOLIDATION 


But the early corporations, even the largest of them, still 
had competitors with whom they must reckon. For competition 
in business was still a normal feature of economic life. For 
ages men had been accustomed to say that competition was the 
life of trade. And as a general rule this was true. In the 
old days men were not afraid to go into the market and fight, 
for the competition which they had to meet was apt to act 
as a stimulant rather than as a discouragement. Before the Civil 
War any concern that managed its affairs wisely and furnished 
goods that were in demand could hope for success, since in 
the struggle for business it generally stood on something like 
an equal footing with its competitors. By the end of the eighties, 
however, all this was changed. With the rise of the corporation 
the door of hope so far as the small producer was concerned 
was closed; he simply could not stand up against the great 
establishment with its low prices, its tremendous output of 
goods, and its marvelous efficiency. 

The competition that the great corporation had to fear was) 
not the small producer, but another great corporation like 
itself engaged in the same line of business. Before the seventies 
had passed the big corporations had begun to fight each other 
and the blows that they. rained on each other were so terrible, 
so damaging, and so destructive of profits that the parties to the 
conflict were compelled to look about and find some method of 
avoiding competition. At first they tried the simple method 
of price agreement: rival producers came together and agreed 
upon the price at which they would sell their goods. But, this 
method did not work well. The promise to maintain the fixed 
price was broken and the competitive struggle was renewed. 
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Their next effort to stifle competition was to enter into an 
agreement called a pool; several corporations engaged in the 
same business would place the marketing of their products 
under a central management and would agree upon a uniform 
scale of prices and upon the amount of goods that each separate 
corporation was to produce and sell. Under this arrangement 
there was to be no bidding for trade, no higgling about prices. 
The buyer, if he purchased from one of the companies belong- 
ing to the pool, had to pay the price fixed by the pool. The 
plain purpose of the pool was to strangle competition completely 
and establish a monopoly as far as prices were concerned, But 
the pool was not entirely satisfactory. Its members were not 
legally bound by its action and if a dissatisfied member violated 
the rules laid down by the pool there was no way to bring 
him to terms. Worse than this, the pool in the eyes of the law 
was a monopoly, and in those days monopoly was not only con- 
trary to American law but was also contrary to the instincts of 
the American people. So on the ground that it was a monopoly 
the pool was declared illegal and driven out of business. Its place 
was taken by a form of combination called the trust-agreement. 
Here the combining companies deposited their stocks with a 
central board of trustees and received in exchange trust certifi- 
cates. The trustees managed the business of the uniting com- 
panies and controlled the output of each of the corporations 
entering into the agreement. The profits were divided among the 
holders of the trust certificates. But since the trust agreement 
was little else than a pool in disguise, it too was speedily de- 
clared illegal and had to pass out of existence. Then a new 
kind of organization was tried; at the end of the eighties com- 
panies wishing to combine formed a mew corporation which 
exchanged the stocks of the uniting corporations for stock 
issued by itself and which proceeded to operate the several 
plants under a single management. The new type of corpora- 
tion was properly speaking a holding company, yet it was 
still called a trust. The new form of organization was regarded 
as legal and it soon had a permanent place in the commercial 
and industrial world. So after many years of experimenting 
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the great corporations at last found a successful method of com- 
bining their interests. 
What were the economic advantages of a great holding com- 


pany which controlled the operations of dozens of plants and. 


which numbered its employees by the tens of thousands? It 
could look over the whole country and establish plants at 
strategic points with the view of economy in manufacture and 
distribution; it could use its by-products to good advantage ; 
it could maintain within the factory an organization that would 
get from the men the greatest possible amount of effective 
labor ; it could secure the best patents and make use of the best 
mechanical devices; it could save large sums in office expenses 
and in the expenses of salesmanship; and of course it could 
manufacture on a tremendously large scale, sell its goods at a 
very low profit and still earn enormous sums of money. 

And what were the disadvantages of such a gigantic concern? 
It could drive a small competitor out of business by selling its 
goods at a temporary loss and then after the competitor was 
crushed raise its prices; it could water its stock (p. 290) and 
thus place an unnecessary burden upon consumers who would 
be compelled to pay higher prices in order that dividends might 
be earned on the water. Worse than all, by controlling such a 
large part of production it could go far toward controlling the 
price at which its particular line of goods should be everywhere 
sold, whether they were goods manufactured by itself or by 
some other concern and to the extent that it could do this it 
could establish a monopoly. These things the trust could do 
and these things it-did. 

The movement toward combination began naturally enough 
in railroad management. In the late sixties and in the seventies 
the railroads found themselves engaged in disastrous rate wars. 
In some cases between two competing points freight was carried 
a thousand miles for a smaller sum than was charged for 
carrying the same bulk one hundred miles where no competition 
had to be met. Of course this was ruinous both to the railroad 
and to the shipper and something had to be done to eliminate 
competition. Price agreements were tried but the agreements 
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were not kept. Pooling arrangements were made and attained a 
large measure of success but even these were often unsatis- 
factory, for it often happened that some of the’ roads belonging 
to the pool received more than their share of the business while 
others received less. But in one form or another railroad con- 
solidation was carried forward on an ever-increasing scale. 
“In 1871 the Pennsylvania formally organized a general system 
which put her mileage far in excess of that of any of her eastern 
rivals, and included a direct line from New York to every lead- 
ing city as far as Chicago and St. Louis. The Vanderbilts— 
who controlled the roads belonging to the New York Central 
system—in 1873, made Chicago their western terminus. By 
1874 the Baltimore & Ohio had a continuous line to the same 
city. West of Chicago five powerful systems completed their 
connections across Iowa to the Missouri River; and in addition 
the Milwaukee & St. Paul and the Chicago & Northwestern 
pushed extensive enterprises into the undeveloped regions of 
Minnesota and northern Wisconsin. Still farther west a number 
of companies whose names betokened an ambition to reach the 
ocean goal—the Kansas Pacific, Southern Pacific, Texas & 
Pacific, and Northern Pacific—stretched their lines across the 
plains.”? 

Almost parallel to the consolidation of railroads was the 
combination of industrial concerns./Here the trust movement 
was led by men engaged in the oil industry which was so flour- 
ishing in the seventies (p. 305). In 1870 John D. Rockefeller 
organized the Standard Oil Company of Ohio with a capitaliza- 
tion of $1,000,000. Within five years the company, under the 
trust-agreement plan, had absorbed,nearly all the refineries in 
the country except those in western Pennsylvania and within 
ten years it was master of 90% of the oil refining business 
in the United States. How was this startling result achieved? 
Largely through business efficiency. The affairs of the company 
were directed by a group of remarkably able men “who spent 
their waking moments planning, plotting, fighting for the Stand- 
ard and exacted from their subordinates the last ounce of 
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energy and devotion.” Then the company made the best of the 
advantages that go with large scale production. It located its 
refineries at strategic points; it made its own barrels and cans, 
built its own pipe lines and erected its own storage tanks; it 
employed experts to make investigations with the view of dis- 
covering cheaper methods of refining oil; it turned its by- 
products into lubricating oil, gasoline, paraffin, vaseline, and sold 


them at a profit. But the success of the company was not alto- - 


gether due to merit, for it profited immensely by the savage 
and unfair practices which it made use of in its ruthless war- 
fare upon its competitors. In order to drive out a competitor 
it would temporarily reduce the price of oil, even below the 
cost of production if necessary, and then after its rival was 
crushed, it would raise the price again. Especially did it profit 
by the unjust and unfair arrangements which it made with the 
railroads. From the railroads it received rebates—reductions 
in the regular rates—and drawbacks—sums of money paid back 
to it after it had paid the regular rates; it was given a better 
service than was given to its competitors; it had rates manipu- 
lated for its own purposes; it even received secret informa- 
tion as to the business of its competitors. So greatly was it 
indebted to favors received from the railroads that an investigat- 
ing committee reporting in 1880 to the New York legislature 
was led to use the following language: “It (the Standard Oil) 
owns and controls the pipe lines of the producing regions that 
connect with the railroads. It controls both ends of these roads. 
It ships 95 per cent of all oil. . . . It dictates terms and rates 
to the railroads. It-has bought out and frozen out refiners all 
over the country. By means of the superior facilities for trans- 
portation which it thus possessed, it could overbid in the produc- 
ing regions and undersell in the markets of the world. Thus it 
has gone on buying out and freezing out all opposition, until it 
has absorbed and monopolized this great traffic, this great pro- 
duction which ranks second on the list of exports of our coun- 
try. The parties whom they have driven to the wall have had 
ample capital, and equal ability in the prosecution of their busi- 
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ness in all things save their ability to acquire facilities for 
transportation.” 

While the Standard Oil was winning its victories other trusts 
were making their appearance, for the principle of concentration 
was active in almost every large industry. In the eighties about 
twenty sugar refiners joined to form the Sugar Trust and about 
eighty distillers united to form the Whisky Trust which con- 
trolled more than 80% of the output of alcohol and spirits. 


By this time, also, the foundation of the great Steel Trust had™ 


-been laid and a coal trust virtually existed, for by 1888 seven 
concerns owned or controlled nearly all of the anthracite in 
the United States. The extent to which trusts were dominating 
the business of the country in 1890 was described by a writer 
in the following words: “A small number of men are obtaining 
the power to forbid any but themselves to supply the people 
with fire in nearly every form known to modern life and in- 
dustry, from matches to locomotives and electricity. They con- 
trol our hard coal and much of the soft, and stoves, furnaces, 
and steam and hot-water heaters; the governors on steam- 
boilers and the boilers; gas and gas-fixtures; natural gas and 
gas-pipes; electric lighting, and all the appurtenances. You 
cannot free yourself by changing from electricity to gas, or 
from the gas of the city to the gas of the fields. If you fly from 
kerosene to candles, you are still under the ban.”? 


THE BEGINNING OF GOVERNMENT REGULATION 


What was to be done with these giant corporations that 
were exerting so much influence in .he business world? There 
were many who thought that they should be brought under the 
control of government and be bound down by regulations that 
would protect the public from the evils of monopoly and safe- 
guard the principle of competition. But the sentiment for 
government regulation was not very strong. Americans as well 


1 Quoted in H. A, Faulkner’s American Economic History, p. 527. 
2 Quoted in C. R. Lingley’s Since the Civil War, p. 242, 


The Ex- 
tent of 
Trust 

Control 


mY 7 


The Let- 
Alone 
Policy 
(Laissez- 
Faire) 


Big Busi- 
ness and 
Big For- 
tunes 


328 RISE OF AMERICAN COMMERCE AND INDUSTRY 


as Englishmen had long ago given up their attempts to direct 
the affairs of commerce and industry by public authority 
(p. 17) and had come to believe that business was purely and 
wholly a private affair. They were wedded to the laissez-faire 
or let-alone policy (p. 8): government must keeep its hands 
off and allow the individual to enter into whatever occupation 
he wishes and permit him to buy and sell in a manner best suited 
to his interests. This let-alone 
policy they believed was best both © 
for the individual and for society 
at large. If it should sometimes 
result in abuses these would be 
corrected by the normal forces of 
competition better than they could 
be corrected by the action of 
government. 

To no other class of people was 
this doctrine of laissez-faire, this 
do-nothing policy, more agreeable 
than it was to the great “captains 
of industry” who were engaged 
in building up the combinations 
which have been described. And 
well might they believe in such a 
policy, for under its workings 
money flowed into their pockets 
| -in enormous streams. One rail- 

CS road magnate, Cornelius Vander- 

Photograph by U. & U. bilt, had by 1877 amassed a for- 
Andrew Carnegie. tune of $100,000,000. Another 
railroad king, Jay Gould, who 

just before the Civil War was a poor man, by the middle of the 
eighties had accumulated something like $80,000,000. Likewise 
the industrial barons were lining their pockets. The head of 
the Standard Oil Trust, John D. Rockefeller, who began life 
in the fifties as a clerk, in the eighties was counting his wealth 
by the tens of millions and was presently to be counting it by 
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the hundreds of millions. Andrew Carnegie, who in his early 
youth worked in a factory as a bobbin-boy for twenty cents a 
day, was now building up a steel business that was making him 
one of the richest men in the world. Thus under the free play 
of laissez-faire wealth was accumulating in the hands of the 
few at a rate that was never before known. 

By the middle of the eighties men were coming to believe that 
the let-alone policy was being carried too far;)that if some- 
thing was not done by government to check the rail- 
roads and the trusts they would run away with the country. 
Especially strong was the demand that something be done to 
remedy the abuses that were rampant in railroad management. 
We have learned that in the seventies a similar demand had 
resulted in the passage of the Granger Acts (p. 292). But these 
laws failed to bring the relief that was expected. They were 
enacted by State legislatures, and a law passed by a State is 


effective only within its boundaries. What was needed was a - 


national law, one that would be effective throughout the whole 
extent of the United States. If there was to be an effective 
regulation of railroads, therefore, it would have to come from 
Congress, which under the Constitution has the power to regu- 
late interstate commerce (p. 121). Accordingly it was to Con- 
gress that the people carried their case. By 1879 they were 
appealing to that body to exercise its power and pass a law that 
would protect them from the evil practices of railroads engaged 
in interstate business. Congress was slow in responding to the 
appeal, for the railroads were powerful and were able to 
stifle any bills that provided for regulation. After a long and 
shameful delay, however, Congress at last took action, In 
1887 it passed an Interstate Commerce law which provided 
that all railway charges should be reasonable and just; that 
the roads must not grant rebates or give preferences to any 
person, locality or class of freight; that they must not enter 
into pooling arrangements ; that they must print and make public 
their freight and passenger rates. In order that there might 
be some agency for carrying ont the law the Interstate Com- 
merce Commission was created, This Commission, consisting 


The Inter- 
state Com- 
merce Act © 


A Difficult 
Problem 


330 RISE OF AMERICAN COMMERCE AND INDUSTRY 


of five persons appointed by the President, was given( power 
to compel railroad officials to produce their books and to give 
testimony when called upon to do so; to take notice of the 
violation of the law and order the violator to desist from his 
acts and fine him if he did not; to provide a uniform system of 
railway accounting; to obtain from each road an annual report 
of its operations and finances./ On the all-important subject of 
rates the language of the law was vague and indefinite and 
there was a long struggle over the question whether the Com- 
mission had the power to fix rates or whether it did not have 
this power. When this question was at last settled by the courts 
(in 1897) it was found that Congress had not given the Com- 
mission power to fix effectively the rates that the railroads 
should charge. Without the rate-making power the Commission 
could do little that was of benefit to the people. It could gather 
railroad statistics and publish them and that was virtually all it 
could do and all it did do. Nevertheless the Interstate Commerce 
Act of 1887 was a notable piece of legislation.( It was the first 
effort made by Congress to regulate interstate traffic and even 
though it was a very short step it was a step in the right 
direction.) 

The Interstate Commerce Act had hardly been spread upon 
the books before Congress found itself confronted with the 
trust problem, for people in all parts of the country were 
beginning to believe that government should lay its hands 
upon the great industrial corporations as well as upon the 
railroads. The problem gave rise to the most difficult questions 
that had ever come up before American lawmakers. Com- 
pared with it the slavery problem was easy. To do away 
with slavery it was only necessary for the government to declare 
human bondage unlawful. When that should be done the law 
could be enforced simply by the slave’s walking away from 
his master. But the trust problem was far more perplexing. 
The trusts were merely the outgrowth of the industrial con- 
ditions which prevailed and these conditions, as we have learned, 
were all favorable to concentration and combination. How could 
the mighty centralizing forces be checked in their operation? 


BE 
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How could they be regulated? To some minds it seemed that 
they could no more be brought under the control of government 
than could the tides of the ocean. 

Nevertheless under the pressure of public opinion Congress 
attempted the task of trust regulation but took it up in a half- 
hearted, indifferent manner and acted upon it simply to get rid 
of it. The spirit in which they went about this work is revealed 
in the words of Senator O. H. Platt, a distinguished Republican 
leader. “The conduct of the Senate,” said this Senator, “for 
the past three days has not been in the line of the honest 
preparation of a bill to prohibit and punish trusts... . The 
question of whether the bill would be operative, of how it would 
operate, or whether it was in the power of Congress to enact 
it, have been whistled down the wind in this Senate as idle 
talk, and the whole effort has been to get some bill headed: 
es Bill to Punish Trusts,’ with which to go to the country.” 
The measure which was finally passed in July 1890 is known as 
the Anti-Trust Act. The most significant provisions of this 
famous law are sections 1, 2, and 7, which read as follows: 


SEc. 1. Every contract combination in the form of trust or 
otherwise, or conspiracy, in restraint of trade or commerce 
among the several States, or with foreign nations, is hereby 
declared to be illegal. Every person who shall make any such 
contract or engage in any such combination or conspiracy, shall 
be deemed guilty of a misdemeanor, and ‘on conviction thereof, 
shall be punished by a fine not exceeding $5,000, or by imprison- 
ment, not exceeding one year, or by both said punishments, in 
the discretion of the court. 

Sec. 2. Every person who shall monopolize, or attempt to 
monopolize, or combine or conspire with any other such persons 

. to monopolize any part of the trade or commerce among 
the several states, or with foreign nations, shall be deemed 
guilty of misdemeanor and [punished as provided above]. 

Sec. 7. Any person who shall be injured in his business or 
property by any other person or corporation by reason of any- 
thing forbidden or declared to be unlawful by this act may sue 
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therefor in any circuit court of the United States . . . without 
respect to the amount in controversy, and shall recover three- 
fold the damages by him sustained, and the costs of suit, in- 
cluding a reasonable attorney’s fee. 


/ 


\_No other law enacted by Congress has ever received so much 
attention as this Anti-trust Act. It was designed to break up 
the trusts, to destroy monopoly and to give free play to the 
forces of competition.) How the law was carried out and to 
what extent it accomplished its purposes will be learned here- 
after. At present it is enough to say that the law made almost 
no impression at all upon commerce or upon industry. The 
trusts could not be destroyed simply by declaring them to be 
unlawful. If the Anti-trust Act was to amount to anything 
strenuous efforts to enforce it would have to be made. But such 
efforts were not made. For years the law reposed quietly upon 
the statute books almost.wholly disregarded both by the trusts 
and by the Government. / 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. “Where combination is possible competition is impossible.” Explain. 
Why was combination in business difficult a hundred years ago? Why is 
it easy today? 

2. Do you know of any instance where a small concern has been driven 
out of business by a trust? 

3. A local tinner charges 25 cents for a pan which you can buy from 
a trust for 23 cents: would you buy your pan from the local tinner or 
from the trust? 

4. If it were shown that the trusts benefit society in material things 
but dwarf individuality, what would be your attitude toward trusts? 
Does society exist for your benefit, or do you exist for the benefit of 
society ? 

5. Of the following enterprises name one, if there is one, which 
should be undertaken by government in this country: (a) The operation 
of telegraph lines; (b) the operation of railroads; (c) the operation of 
trolley lines in cities; (d) the operation of coal mines; (e¢) the manu- 
facture and sale of gunpowder; (f) the manufacture and sale of il- 
luminating gas; (g) the manufacture and sale of ice. 

6. Give some good reason why railroads should be allowed to pool 

their interests; why free railroad passes should not be given to any 
class of persons ; why railroads should be regulated by government. 
_ 7. Do you think government ought to regulate the manner in which 
industries shall be carried on when the purpose of the regulation is to 
protect the life and health of employees? If so, name the industries in 
which such regulation is desirable. 


—_— verre | 
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8. Is there any competition in the matter of fares and freights in the 
railroad service of your town or city? 


9. Sketch the life of Andrew Carnegie. 

to. Early Government Regulation: Van Metre, 469-471. 

11. Trusts: Dewey, 188-202. 

12, Manufacturing on a Large Scale: Bogart, 424-430. 

13. Industrial Combinations: Bogart, 452-469; Faulkner, 514-536. 
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THE RISE OF ORGANIZED LABOR 


The trade union movement is one of reason, one of deliberation, and 
depending entirely upon the voluntary and! sovereign action of its mem- 
bers. It is democratic in its purpose and action, conservative in its de- 
mands, and consistent in its efforts to secure them.—Samuel Gompers. 


During the years in which the corporation rose to such a commanding 
place in the business world organized labor also acquired new strength 
and power. While the captains of industry were combining their capital 
and building up the trusts workingmen were massing their forces and 
building up organizations which they hoped would match the combina- 
tions of their employers. 


ORGANIZED LABOR IN THE-EIGHTIES AND 
NINETIES 


In the previous chapter it was said that in the last quarter 
of the nineteenth century “concentration was in things.” This 
was true in the world of labor as well as in the world of 
business. Accordingly while the capitalists were using organiza- 
tion to give more power to their dollars workingmen com- 
bined their forces with the view of getting a greater return 
for their labor. There were reasons enough why wage earners 
in the eighties should be active in the concentration of their 
forces. For one thing, they were animated by the sense of power 
that goes with numbers) They consisted of a mighty army 
that by 1890 numbered more than 4,000,000 persons. How tre- 
mendous would be the power of these millions of toilers if, imi- 
tating the great combinations of capital, they should combine 
and work together for a common purpose!. Then the 
increasing urban population lent itself easily and naturally 
to the organization of larger bodies of workingmen. In 
agricultural districts it was hard for workers to organize 
but in the city they could conveniently come together and 
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make their plans and could act intelligently in their efforts 
to carry them out. And for another reason(the city was a 
place where the trade union was likely to thrive: in 
many an instance the conditions of urban life were such 
as to produce unrest and discontent among workingmen. For 
in the cities the first-fruits of the new industrial order that 
was brought in by the trusts could not be viewed with much 
satisfaction. Said President Cleveland in 1888: “We find the 
wealth and luxury of our cities mingled with poverty and 
wretchedness and unremitting toil... . The gulf between em- 
ployers and employed is widening and classes are rapidly form- 
ing, one composing the veryyrich and powerful, while in another 
are found the toiling poor.” It was to be expected that the toil- 
ing poor in the cities would see in the union a friend and a pro- 
tector. Then democracy gave strength to the trade union move- 
ment. For workers were coming to believe that government 
could do much for them if their votes were cast for measures 
and for candidates favorable to the cause of labor. So vast 
numbers of workingmen joined the union because they 
felt that with organization back of them they would have 
more influence with the actions of government and in 
the making of laws.) But the thing that operated most power- 
fully to bring workingmen together was the necessity of 
matching the combinations of their employers with combinations 
of their own. It was foolish for the individual worker to 
attempt to stand up against the great corporation that em- 
ployed him. His only hope was to avail himself of the strength 
that grows with union. 

The greatest service of the union was that it increased the 
bargaining power of its members: When a worker made a bar- 
gain with an employer he had to compete with other workers 
and there was always a chance that he would be underbid 
either in respect to working hours or to wages. Especially was 
this true in the eighties when jobless foreigners were coming 
into the country every week by the tens of thousands (p. 
296). In making his bargain with a giant corporation the work- 
man was at a disadvantage because of his personal insignifi- 
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cance, for in the presence of one of these concerns a single 
individual had become a mere atom. If the workman, however, 
was a member of a union, his representatives could meet in con- 
ference with representatives of the corporation and after hig- 
gling as to wages and hours of labor an agreement could be 
entered into. In the making of this agreement, the individual 
worker had the strength of his union behind him. with the 
result that the terms of his employment were very much more 
favorable than they would have been if the bargain had been 
made directly between himself and his employer. 

So the workers, responding to the centralizing influences 
of the day, combined their forces. The movement toward labor 
organization, which was active indeed in the 1870’s (p. 287), 
became feverish in the 1880’s. Not only was the membership 
of the ordinary trade unions greatly increased, but workmen 
were organized in a way that differed from anything that had 
gone before. Heretofore a labor union was an association com- 
posed entirely of workers belonging to a given trade—a hatters’ 

funion, a printers’ union, a miners’ union, as the case might be. 

_ Now laborers were organizing on a much grander scale and 

were forming a tremendous consolidated union of all trades 

Kvents and grades of workers. Such an association was the Knights of 
ofiabor J abor, whose organization occurred as early as a but whose 
real growth began after the labor troubles of 1877) (p. 289). 

The ambition of this association was to bring all the workers of 

.the country into one “big union.” Its initiation fee was fifty 

cents, and any person more than eighteen years of age working 

for wages, or who-at any time worked for wages, could become 

a member. No person who either sold or made his living by 

selling intoxicating liquors could join. Lawyers and bankers 

also were refused membership. The motto of the Knights was: 

“An injury to one is the concern of all.” Theit aim was to 

“secure to the workers of society the fullest enjoyment of 

the wealth they create; leisure for the development of their 
intellectual, moral, and social faculties, and all the benefits, 
recreations, and pleasure of association~in a word, they 

declare themselves ready to join in any Movement which will 
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enable them to share in the gains and—honor of advancing 
civilization.” To accomplish these ends they advocated among 
other things the referendum in making laws; the creation 
of governmental bureaus for collecting labor statistics; com- 
pensation for injuries received through lack of proper safe- 
guards; compulsory school attendance for children between the 
ages of seven and fifteen; a graduated tax on incomes and 
inheritances; the establishment of postal savings-banks; the 
gradual introduction of the eight-hour day; the. government 
ownership of railroads, telegraphs, and telephones. /The leaders 
who formulated these demands were denounced for their radical- 
ism, yet some of them lived to see the day when most of their 
aims had been actually achieved. 

For a long time there was nothing remarkable about the 
Knights either in their numbers or in their activities. In the 
eighties, however, the order grew like Jonah’s gourd. Number- 
ing a little more than 50,000 in 1883 it jumped within three 
years to 700,000 and took its place as the most powerful labor 
organization that had yet appeared. When at the peak of its 
power (in 1886) its influence was so great that the business 
public became alarmed. Said a writer in a great New York 
newspaper: “Five men in this country control the chief in- 
terests of five hundred thousand workingmen, and can at any 
moment take the means of livelihood from two and a half 
millions of souls. These men compose the executive board of 
the noble order of the Knights of Labor of America. . . 
They can stay the nimble touch of almost every telegraph 
operator; can shut up most of the mills and factories, and 
can disable the railroads. They can issue an edict against 
any manufactured goods so as to make their subjects cease 
buying them, and the tradesmen stop selling them. They can 
array labor against capital, putting labor on the offensive 
or the defensive, for quiet and stubborn self-protection, or 
for angry, organised assault, as they will.” This language was 
highly exaggerated—the Knights possessed no such power— 
yet it gives a rather correct notion of the effect which the 
organization was having upon the popular mind. For never 
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before had there been so much excitement in industrial circles 
as was created by the sudden appearance of the Knights of 
Labor. / 


But the power of the Knights was short-lived.After 1886 
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The Growth of the American Federation of Labor. 


the membership of the organization dwindled and its influence 
grew weaker.) Its decline was due in part to its urifortunate 
connection with strikes presently to be described and in part 
to its organization which was not well suited for preserving 
harmony and unity among its members. But its breakdown was 
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chiefly due to the rise of the Ametican Federation of Labor, 
which was organized in 1881 but did not assume its present 
name until 1886. In its structure and in its policies the Ameri- 
can Federation of Labor differed widely from the Knights 
of Labor. ‘The membership of the former was confined strictly 
to wage-earners who were skilled workmen working at a trade, 
while that of the latter included all productive workers, it 
making no difference whether they worked for wages or not.) 
The Federation of Labor, as is indicated by its name, is a 
federated body; its constituent unit is the local trade union 
of a given town or city. Its government bears a strong resem- 
blance to the United States federal government. Indeed the 
Federation was based “on that principle of alliance and union 
for certain purposes of independent minor republics [the local 
trade unions] upon which the union of the American States 
proceeded.”’ Each trade union joining the Federation of Labor 
is allowed to govern itself in respect to the matters which 
pertain to its own trade, and to govern itself through its own 
officers. The difference between the Knights of Labor and the 
Tederation of Labor is stated by Samuel Gompers, for forty 
years the president of the Federation, as follows: “The Knights 
admitted any one to membership. . . ; the Federation confines 
membership to workingmen, not admitting even farmers who are 
employers of labor on their farms. The Knights were a central- 
ized society based on lodges established by the central union ; 
the Federation is based on its unions’ individuality. But chief 
of all, the Knights assumed that organization of all classes of 
workers in one union in each locality would bring about the 
best results, while the Federation realized that the organiza- 
tion of each trade in its particular union and the affiliation 
of all unions in a comprehensive federation was sure to 
strengthen each and bring advantage to all.’ The objects of the 
Federation are: to secure legislation in the interest of the work- 
ing masses; to encourage the sale of union-labeled goods; to 
influence public opinion by peaceful and legal methods in favor 
of organized labor; and to aid and encourage the labor press 
of America.) These are virtually all the things the Federation 
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attempts to do and all it has power to do, For most of the sub- 
stantial powers that can be wielded by workmen are retained 
by the regular trade union. Nevertheless such powers as were 
bestowed upon the Federation were used in a way that met 
the needs of the workingmen and it received their hearty sup- 
port. Its growth at first was slow. It could not hope for such 
numbers as were enrolled with the Knights, for its peculiar 
organization prevented it from including unskilled workers in 
its membership, which meant that ninety per cent of the labor- 
ing class was excluded. Moreover, some of the largest trade 
unions decided that it would be to their advantage to remain 
outside the Federation. Still, by 1890 the Federation had a 
membership of 200,000 and was resting on a firm basis, its 
success being due in no small measure to the energy and de- 
votion of its leader. 


LABOR LEGISLATION 


Mr. Gompers believed that the trade unions ought to keep out 
of politics and center all their efforts upon economic matters, 
upon questions of wages and hours of labor and working con- 
ditions. For forty years he urged this doctrine upon the workers 
and it was largely through his influence that they refrained 
from organizing their forces as a distinct political party. Minor 
parties* with labor candidates and with labor platforms have 
appeared from time to time in our political history, but we 
have never had in the United States a great Labor Party, na- 
tional in character_and devoted exclusively to the interests of 
workingmen, such as they have had in England. But it must 
not be understood that because the American trade unions have 
not built up a distinct party of their own that they have kept 
out of politics entirely. For as a matter of fact they have taken 
a hand in politics whenever it has seemed to be to their interest 
to do so. They have never hesitated to use their influence for 
the defeat of a candidate, whether he has been a Democrat or 


1 Among these minor parties were the Labor Reform Party (1872); the Green- 
back Labor Party (1880); the Anti-Monopoly Party (1884); the Union Labor 
Party (1888). These parties were all short-lived and not one of them ever 
succeeded in polling a very large vote. 
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a Republican, if they believed he was unfriendly to the cause 
of labor. Not only this, they have kept their eyes upon the 
conduct of public men who have been elected to office and when 
they have found a man whose official actions have been hostile 
to the cause of labor they have done what they could to prevent 
him from being elected again. So after all their influence upon 
the political life of the nation has been considerable. | 
_ This influence has been greatest in the field of legislation, 
for the unions have made known their wishes to the lawmakers, 
both to the members of Congress and to the members of the 
State legislatures. Since under our form of government the 
State regulates most of the affairs in which workingmen are 
directly interested it was to the State legislatures that the un- 
ions usually made their appeal. Before 1880 the lawmakers of 
the: different States gave little attention to the needs of the 
working-classes.)In a few States, it is true, half-hearted at- 
tempts were made to limit the length of the working day for 
women and children. In the 1850’s a law of Rhode Island for- 
bade the employment of children under twelve in factories and 
a similar law of New Jersey forbade the employment of chil- 
dren under ten, but in neither State was the law strictly en- 
forced. Likewise a law was passed in Massachusetts in 1866 
forbidding the employment of children under ten, but it does not 
appear that the law was very prompt in accomplishing much in 
the way of preventing child labor. With the rise of the trade 
union, however, in the eighties, and with the appearance of 
labor leaders in legislative halls demanding labor legislation 
the attitude of the lawmakers changed. \Instead of neglecting 
entirely the claims of the workingman they began to show some 
interest in his needs. At first they were disposed’ to go no fur- 
ther than to provide for the investigation of labor problems: 
they created special bureaus for gathering and publishing in- 
formation concerning the conditions of labor. By 1890 bureaus 
of this kind had been established in twenty-two States. But 
mere investigation could not satisfy the workmen. They wanted 
not statistics but laws that would be of service to them in daily 
life. Such legislation was as yet not easy to get, for the law- 
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makers still had faith in the let-alone policy (p. 9) and it 
was only under the strongest kind of pressure that they would 
enact a law that would be likely to interfere with that policy. 
Still they did not in all cases turn a deaf ear to the appeals of 
the workers. In several States laws of positive benefit to toilers 
were passed. These were mainly factory laws protecting the 
health of workers and providing for their safety. In several 
States provision was made for establishing boards of concili- 
ation and arbitration for the settling of disputes between work- 
men and their employers. So while the workman failed to 
secure much from the State legislatures at this period, his ef- 
forts were not altogether in vain. ; 

He could not hope to secure much from Congress, because 
that.body has little power over matters that affect industrial life. 
For example, at the time these lines are being written, mil- 
lions of people in a dozen States are deprived of suitable fuel 
because of a strike in the anthracite coal region, yet both Con- 
gress and the President, by reason of a lack of authority, shrink 
from raising a finger in behalf of the suffering public. Never- 
theless Congress has frequently been called upon to deal with 
labor questions. We have already learned that at the behest of 
the trade unions it passed the Contract Labor Law (p. 297). 
In 1884 it created a Bureau of Labor Statistics, giving it 
authority 10 “collect information upon the subject of labor, its 
relations to capital, the hours of labor and the earnings of 
laboring men and women and the means of promoting their 
material, social, intellectual and moral welfare.” In 1886 Presi- 
dent Cleveland sent to Congress the first message on a labor 
question since the founding of the federal government. In this 
message he proposed that the Bureau of Labor be enlarged and 
that three persons be appointed to act as a permanent board of 
arbitration which should be charged with the duty of attempting 
to settle all controversies between capital and labor. In response 
to the message the House of Representatives passed a bill pro- 
viding for such a board as the President suggested but the 
measure was allowed to die in the Senate. Two years later, 
however, Congress enacted a law for the settlement of differ- 
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_ ences between railroads and their employees, but as a practical 
measure the law was of little service. No attempt was made to 
carry out its provisions and it remained on the statute books a 
dead letter until 1898 when it was repealed. 


INDUSTRIAL WARFARE 


The thing that led Congress to venture into the field of labor 
legislation was the industrial warfare that was being waged 
between workers and their employers. For the consolidation of 
labor did not solve the problem of industrial peace. Indeed as 
the trade unions grew stronger the greater was the unrest 
among workingmen.;At the time President Cleveland asked 
Congress to create a board of arbitration the entire country 
was stirred by disputes between employers and employees, and 
industries were everywhere suffering by reason of strikes and 
lockouts. In 1886—a memorable year in the history of American 
labor—from the shipyards of Maine to the railways of Texas 
and the Far West there was strife in almost every branch of 
industry. Within the year there were more than 1,500 strikes 
and lockouts involving more than 600,000 workers and result- 
ing in losses to employers and employees of nearly $50,000,000. 

In the labor disturbances of 1886 the Knights of Labor were 
especially active for they were now at the height of their power. 
It was they who directed the “historic strike” on the Texas 
and Pacific Railway. The strike was brought on by the dismis- 
sal of a mechanic who was a prominent member of the Knights 
of Labor. The railroad authorities declared that the man was 
discharged for good and sufficient reasons, but the Knights 
regarded his dismissal as unjust and demanded that he be re- 
instated. When this was refused a strike was ordered and 
soon six thousand miles of railway were tied up. Grand Master 
Powderly, the head of the Knights, was opposed to violence and 
he strove to keep the strikers within legal bounds. But in this 
he failed. In some places the strike took the form of riot and 
incendiarism. In East St. Louis a squad of deputies fired upon 
a crowd and several persons were killed, The mob, infuriated 
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by this act, applied the torch to railroad property and com- . 


mitted other deeds of violence. Jay Gould and Powderly under- 
took to submit the dispute to arbitration, but met with no suc- 
cess. After lasting seven weeks the strike finally ended on 
May 3, 1886, in complete failure. 

/In most cases the strikes were due to a reduction of wages. 

But the question of wages was not always at the bottom of 
the trouble. Indeed after 1878 the average daily wages of the 
American laborer began to rise and the advance continued 
slowly but steadily until 1893. Much of the agitation in 1886 re- 
volved not around the question of wages but around the ques- 
tion of hours. Workingmen were clamoring for an eight-hour 
day: “Eight hours for work, eight hours for rest and eight 
hours for what you will.” This was a much shorter working- 
day than they were enjoying. Although the average working- 
day was much shorter than it was in the days before the Civil 
War (p. 202) it was still (in 1880) more than ten hours. In 
some occupations men worked twelve hours a day. In the iron 
and steel industry they worked twelve hours a day and seven 
days a week, while in the-breweries the length of the working 
day was fourteen hours. In their efforts to secure a shorter day 
the workingmen turned to Congress and to their respective 
State legislatures, but there was little that government could do 
for them, for under the let-alone policy the length of the 
working-day was a matter that would have to be settled el 2) 
private way between themselves and their employers. | ‘There 
were two things, however, that government could do:it could 
fix the hours of its own employees and, on the grounds of pro- 
tecting the public health, it could regulate the length of the 
work day for women and children. Accordingly the unions were 
able to secure from Congress and from the legislatures of some 
of the States laws granting the eight-hour day to certain classes 
of public employees and in several States laws were passed 
limiting the work-day of women and children to eight hours.) 
Further than this government refused to go; adult men if they 
wished an eight-hour day must make the bargain with their 

employers. In the eighties the unions fought valiantly to secure 
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such a bargain but their efforts did not meet with much suc- 
cess. The time for the eight-hour day had not yet arrived. 

In the movement for the eight-hour day the American Fed- 
eration of Labor took the lead. It resolved that after May 1, 
1886, eight hours should constitute a legal day’s labor through- 


out the United States. But of course the employers had to be 


reckoned with. When the appointed day arrived the shorter 
working-day was quite generally refused, with the result that 
there were strikes and disputes all over the country. The storm 
center of the eight-hour agitation was Chicago, where 40,000 
laborers quit their work. Business was brought to a standstill 
and the whole city was thrown into a state of uproar and con- 
fusion. On May 3 at the McCormick Reaper Works during a 
conflict between the police and the strikers the guardians of the 
law fired, killing four and wounding many. Thereupon the 
strikers called a meeting at Haymarket Square to protest against 
the action of the police. The meeting at first was orderly enough 
and was pronounced by the Mayor, who was present, to be 
unobjectionable in character. Later in the evening, after the 
Mayor and most of the audience had left, the meeting was ad- 
dressed by some anarchists, one of whom shouted: “The law is 
your enemy. We are rebels against it.’ The speech was so 
violent in tone that the police felt that the meeting ought to 
be broken up. Accordingly, a battalion of nearly two hundred 
policemen marched into the square, and the crowd was ordered 
to disperse. At the moment the order was given a pistol was 
fired as if for a signal, and a bomb with a lighted fuse was 
instantly thrown into the ranks of the police. The bomb struck 


the ground, exploded, and killed or wounded sixty men. Eight 


men were arrested for the crime and tried. Six of them were 
sentenced to death, although only four were executed. One com- 
mitted suicide. The man who actually threw the bomb was 
never caught. Public sentiment was of course outraged by the 
dastardly act of the anarchists and its effect was to discredit 
the eight-hour movement, although the leaders of that move- 
ment had nothing whatever to do either with the anarchists or 
with their violent deeds. ‘“The effect of that bomb,” said Sam- 
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uel Gompers, “was that it not only killed the policemen, but it 
killed our eight-hour movement for that year, and for a few 
years after, notwithstanding we had absolutely no connection 


with those people.” 


Hone: Although the Haymarket Affair threw a wet blanket upon 
Strike the agitation for the eight-hour day the effect was not lasting. 


Photograph from Kadel & Herbert. 


Samuel Gompers. 


Soon the trade unions were 
as active as ever, labor con- 
solidation was going on as 
fast as ever, and strikes 
were even increasing in 


number. Still there was no 


serious outbreak of violence 
again until the summer of 
1892 when at Homestead, a 
suburb of Pittsburgh, the 
Amalgamated Iron and 
Steel Workers, the strong- 
est of trade unions, came 
into conflict with the strong- 
est of manufacturing cor- 
porations, the Carnegie Steel 
Co. Failing to come to an 
agreement with their em- 
ployers on the subject of 
wages the men quit work. 
They soon found that the 
strike involved not only the 
question of wages but also 


the question of their union’s existence, for in the course of the 
struggle it became plain to their minds that it was the intention 
of the Company to destroy their union root and branch. Even 
before the strike had been ordered the manager of the Company 
had arranged with the Pinkerton Detective Agency for three 
hundred detectives to act as guards for the protection of prop- 
erty. Both the Pinkerton men and the workers were well armed 
and when the former undertook to enter the mills they were 
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fired upon by the strikers. For several days there was actual 
warfare and by the time the fighting was over seven Pinkerton 
men and eleven workingmen had been killed. Finally the gov- 
ernor of Pennsylvania ordered the entire militia force of the 


State, 8,000 in number, to the scene. Under the protection of the © 


soldiers the Company succeeded in hiring non-union men to take 
the places of the men belonging to the union and when the 
strike ended less than a thousand of the five thousand old em- 
ployees were allowed to go back to their jobs. So the strike 
failed and unionism received a damaging blow. 

The Homestead Strike created widespread excitement yet it 
was a quiet affair compared with the Pullman Strike of 1894. 
The country was now passing through a period of hard times— 
a period to be considered more fully hereafter—and strikes 
were the order of the day. In 1894 more men quit their jobs 
than in any preceding year of our history. In the coal fields 
125,000 men threw down their picks. But the most serious in- 
dustrial conflict of the year took place in Chicago where the 
employees of the Pullman Palace Car Co. struck against a re- 
duction of wages. Since the strikers were members of the 
American Railway Union this organization, numbering 150,000 
men, came to the support of the Pullmen men and demanded 
that the subject of wages be submitted to arbitration. This 
demand having been refused the American Railway Union 
voted that its members should not handle any trains drawing 
Pullman cars. So the trainmen struck and transportation in 
twenty-seven States was paralyzed. Even the trains carrying 
the United States mail were not allowed to move if they had 
Pullman cars attached. In Chicago, the center of the disturb- 
ance, mobs consisting chiefly of thugs and professional criminals 
infesting that city since the Columbian Exposition of the pre- 
vious year gathered in the freight yards and looted and burned 
hundreds of cars. But violence was not the policy of the 
strikers. “I appeal to the strikers everywhere,” said Eugene V. 
Debs, the leader of the strike and the president of the Ameri- 
can Railway Union, “to refrain from any acts of violence. .. . 
A man who will destroy property or violate law is an enemy and 
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not a friend of the cause of labor.” But in spite of this appeal 
the lawlessness continued. The city authorities were unable to 
preserve order and Altgeld, the Governor of Illinois, refused 
to call out the State militia. But the matter was at last taken 
out of the governor’s hands by President Cleveland who de- 
termined that the mails should not be obstructed and that inter- 
state commerce should not be interfered with. On July 3 he 
ordered 2,000 United States troops to Chicago, declaring, it is 
reported, that if it took every dollar in the Treasury and every 
soldier in the Army to deliver a postal card in that city that 
postal card should be delivered. Soon after the arrival of the 
troops the greatest struggle between labor and capital that the 
country had witnessed came to an end. The outcome was a 
victory for the railroads; the strike failed completely and its 
leaders were routed and suppressed. 

While the strike was in progress a judge of the United States 
district court of Illinois issued a “blanket injunction” ordering 
the officials and members of the American Railway Union to 
desist from interference in any manner with the business of 
the railroads. Debs as president of the Union continued to direct 
the strike, with the result that on July 7 he was arrested for 
contempt of the order of the court and imprisoned. On De- 
cember 14 he was found guilty of contempt of court as well 
as of conspiracy under the Sherman Anti-trust Law (p. 331). 
Although this law had been framed withthe view of checking 
the power of the trusts, it was now made to do service in re- 
stricting the power of labor-unions. The sentence imposed by 
the court was six months’ imprisonment. The case was taken 
to the federal Supreme Court where the action of the lower 
court was upheld. At no place in the proceedings was there a 
trial by a jury. The case attracted the attention of thoughtful 
persons everywhere. In labor circles there was a loud outcry 
against the use to which the injunction had been put. Conserv- 
atives as a rule approved of what the courts had done, but 
even some conservatives believed that for a judge to use the 
injunction to punish a person for violating a law was a dan- 
gerous extension of the judicial power. “If Debs has been vio- 
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lating the law,” said the Springfield Republican, “let him be 
indicted, tried by a jury, and punished.” But thirty years were 
to pass before this view was to be embodied in American law 
(p. 433). 

The strikers lost, but what were the merits of the dispute? 
This question is answered quite satisfactorily in a report made 
by a commission which was appointed by President Cleveland 
for the purpose of investigating the nature and causes of the 
strike and whose findings have been summarized as follows: 

The Pullman Company, while providing a beautful town for 
its employees, charged rents twenty to twenty-five per cent. 
higher than were charged in surrounding towns for similar 
accommodations, and the men felt a compulsion to reside in the 
houses if they wished to retain their positions; when wages 
were reduced, the salaries of the better paid officers were un- 
touched, so that the burden of the hard times was placed on 
the poorest paid employees ; there was no violence or destruction 
of property in Pullman, and much of the rowdyism in Chicago, 
but not all of it, was due to the lawless adventurers and pro- 
fessional criminals who filled the city at that time ; when various 
public officials and organizations attempted to get the Com- 
pany to arbitrate the dispute, the uniform reply was that the 
points at issue were matters of fact and hence not proper sub- 
jects for arbitration; and the Managers’ Association—the rail- 
road organization opposed to the strikers—selected, armed, and 
paid 3,600 federal deputy marshals who acted both as railroad 
employees and as United States officers, under the direction of 
the Managers.? 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Define “boycott,” “lockout,” “sympathetic strike.” 

2. Are strikes more frequent during periods of adversity than they 
are during periods of prosperity ? (Table 16.) 

oe What is meant by the “closed shop”? By the “open shop”? 

4. Show that workingmen combine their forces for virtually the same 
reasons that capitalists “combine theirs. What is the underlying purpose 
in each case? 


1C. R. Lingley, Since the Civil War, p. 323. 
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5. From the viewpoint of the workingmen what can be said in favor 
of trade unions? From the viewpoint of the employers what can be 
said against them? 

6. What is, meant by a “scab”? If you were a member of a trade 
union what would be your attitude toward the “scab” and what would 
be your reasons for assuming that attitude? 

7. What are some of the evils of strikes? When is a strike justifiable? 

8. If you were an employer of labor, do you believe you would be 
willing to sacrifice a little money for the sake of the happiness and com- 
fort of your employees? Is it likely that the labor problem will ever be 
satisfactorily solved as long as both capitalists and laborers ignore 
moral considerations in their dealings with each other? 

9. Sketch the life of Samuel Gompers. 

10. Labor Disturbances: Dewey, 288-206; Van Metre, 449-455. 

11. Organized Labor (1884-1888) : Dewey, 40-56. 

12. The Labor Problem (1860-1880) : Bogart, 472-483. 

13. American Federation of Labor: Faulkner, 593-598; Carlton, 75-82. 

14. The Knights of Labor: Carlton, 72-75. 5 

15. Employers’ Associations: Carlton, 92-100. 

16. The Rise of the Wage Earner: Lingley, 285-307. 


XXVIII 


CURRENCY REFORMS AND TARIFF CHANGES 


The four years which followed Mr. Cleveland’s second election were 
among the most remarkable years of peace the country had ever seen. 
Disorders of the most severe character alike in business and politics had 
within that short space their sharp culmination; ... Society itself: 
seemed upheaved by forces which threatened it with lasting injury — 
Woodrow Wilson. 


The Pullman disturbance was simply a violent outcropping of a bad 
economic situation that existed throughout the whole extent of the nation. 
For at the time the strike occurred the period of prosperity that began 
in 1878 had passed and hard times had come again. Since the depression 
was due mainly to a disordered condition of the currency it will be well 
at this point to consider the monetary problems that confronted the 
nation and learn of the measures that were taken to place the currency 
on a more satisfactory basis. While the country was being troubled by 
the currency question there was at the same time a great deal of 
agitation over the tariff question and several important tariff laws were 
enacted. 


HARD TIMES AND FREE SILVER 


In tracing the course of our economic progress we have 
found that “hard times follow flush times as the trough of 
the sea follows the crest of the wave.” We now come to the 
time when the nation again was in the trough of adversity ; 
when farmers were in a bad plight, when workingmen were dis- 
contented, when business was in a depressed condition. This 
depression is generally referred to as the Panic of 1893 al- 
though conditions were beginning to be bad before that date 
and the distress continued for several years after. It was 
in 1892 that the condition of the country was commented upon 
by the People’s party—Populists they were generally called— 
in the following words: “Business prostrated; our homes cov- 
ered with mortgages; labor impoverished; and the land con- 
centrating in the hands of capitalists. The urban workmen are 
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denied the right of organization for self-protection ; imported 
pauperized labor beats down their wages ; a hireling army, un- 
recognized by our laws [referring to the Pinkerton men (p. 
346) | is established to shoot them down and they are rapidly 
degenerating into European conditions.” The note of discontent 


sounded in these words was heard within a few months at the 


Presidential election, when more than a million votes were cast 
for the Populist candidate and when many thousands of work- 
men in resentment for what was done at Homestead gave their 
votes to the Democrats simply to rebuke the Republicans. 

The man who was hit first and hardest by the returning de- 
pression was the farmer. For several years the price of grain 
and live-stock had been falling, the decline being due in part 
to an abnormal expansion of the agriculture area, and in part 
to the fact that Europe was buying smaller quantities of our 
agricultural products. Wheat, which in 1891 sold at 85 cents 
a bushel, was selling in 1893 at 55 cents, while corn dropped 
from 40 cents to 35 cents. With the Southern farmer it was 
the same: cotton, which in the eighties had averaged 11 cents 
a pound, had fallen by 1892 to less than 8 cents. In truth, by 
1893 it cost more to raise wheat and corn than they would sell 
for in the market. Besides suffering from a falling market the 
farmers were weighed down by debt. Especially was this true 
of the West. In Kansas 60 per cent of the taxable farming land 
was mortgaged; in Nebraska 55 per cent; in Iowa 47 per cent. 
And it was the old story: the mortgages on the Western farms 
were generally held by the monied men of the East. 

Believing that their condition was due mainly to the small 
amount of currency that was in circulation the farmers de- 
manded the free and unlimited coinage of silver./They had 
been clamoring for this long before the pinch of the early 18go’s 
began to be felt. It will be recalled that Congress in 1873 put 
an end to the coinage of the silver dollar and thus removed the 
white metal from the currency system. It was not long, how- 
ever, before the farmers of the South and the West began to 
denounce the law of 1873 as a crime and to demand that silver 
be restored to its old time place and be given its old time value; 
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that is, they demanded that all the silver that might be brought 
to the mints should be coined at the ratio of 16 to 1 (p. 284). 
This demand came not only from the farmers of the South and 
West but also from the owners of the silver mines that had 
been opened up in Nevada, Utah, Colorado, and Montana. The 
product of these mines was falling in value. For example, the 
amount of silver that went into the old silver dollar had in 1875 
a market price of 96 cents; five years later the price had 
dropped to go cents; ten years later to 82 cents. There were 
two main reasons for the decline: the output of silver mines 
in the United States had greatly increased and several Euro- 
pean countries had ceased to use silver as a currency and had 
adopted the single gold standard. The owners of the silver mines 
believed that the decline in silver would be checked if Congress 
would provide for the coinage of the white metal into dollars, 
and they joined with the farmers in demanding that silver be 
coined at the old ratio. But the demand was stoutly resisted by 
the creditor classes, especially by creditors in the East, who 
were unwilling that their debtors should be allowed to pay 
their debts in silver dollars. 

But the silver-mine owners and the farmers were insistent 
in the demand that ‘“‘something be done for silver” and in 1878 
they were successful in persuading Congress to pass the Bland- 
Allison Silver Bill. This bill in its original form was drawn 
with the purpose of undoing the work done by the law of 1873 
by restoring the free and unlimited coinage of silver “so that 
the white metal might again have its ancient legal equality with 
gold as a debt-paying money.” In this form it passed in the 
House of Representatives but in the Senate, where it met with 
the opposition of Eastern Senators, it was amended so as to 
provide only for the coinage of a limited amount of silver. In 
its final form the bill provided that the secretary of the treas- 
ury should purchase each month not less than $2,000,000 and 
not more than $4,000,000 worth of silver which should be 
coined into silver dollars. Under the workings of this law 
about half of the total output of American silver mines was 
purchased and the total volume of currency was increased at 
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the rate of about $30,000,000 a year. So the Bland-Allison Act 
not only “did something for silver” but also gave great satis- 
faction to the people who were clamoring for a larger volume 
of currency. And there is little doubt that a larger volume was 
needed for carrying on business in a proper manner, for the 
per capita? circulation in 1879 was only $16.92, a sum too 
small to meet the requirements of the marvelous commercial 
and industrial expansion of the time. 

The silver advocates were not satisfied with the terms of 
the Bland-Allison Act; they wanted a law that would do still 
more for silver. By 1890 they were strong enough to secure 
the enactment of a more favorable law, for in.that year Con- 
gress passed the Sherman Silver Purchase Act which provided 
that the secretary of the treasury should buy 4,500,000 ounces 
of silver each month at the market price and pay for it in 
Treasury notes. The notes were to be legal tender for all debts 
public and private and were to be redeemed in gold or silver, 
it being declared in the act “that the established policy of the 
United States was to maintain the two metals on a parity with 
each other upon the present legal ratio [sixteen to one] or such 
ratio as may be provided by law.” Although the new act pro- 
vided for the purchase of all the silver that the American mines 
were turning out it did not go far enough for the silver advo- 
cates, who wanted free and unlimited coinage of the white 
metal. 


THE PANIC OF 1893 AND THE BOND ISSUES 


The Sherman Silver Law had hardly been spread upon the 
statute-book before it began to excite alarm in financial circles. 
It will be remembered that in 1879 there was set aside about 
$100,000,000 in gold for the redemption of greenbacks, of 
which there were $346,000,000 in circulation (p. 283). By 
1893 the Treasury notes issued under the law of 1890 amounted 
to $150,000,000. Here was nearly $500,000,000 of redeemable 
paper money, greenbacks and Treasury notes together, while 


_ 1 The per capita circulation is found by dividing the total amount of currency 
in circulation by the total population of the country. 
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the gold available for redemption purposes was only about 
one-fifth of that sum. Before the end of 1892 the Treasury 
began to be drained of its gold reserve because the Treasury 
notes were being presented for redemption and by the spring of 
1893 the reserve was falling rapidly. The situation caused alarm 
because it was feared that the gold reserve might disappear 
entirely. If it should disappear the gold standard would dis- 
appear with it and the currency of the country would return 
to the same state of disorder that it was in in the days of the 
greenbacks (p. 281). It is true, the secretary of the treasury 
might under the law of 1890 redeem the Treasury notes in 
silver, but if this were done the currency would be thrown 
upon a silver basis and a dollar would be worth only about 60 
cents, for by this time silver had reached that low level. The 
redemption of the notes in silver would have pleased the debtor 
classes and the owners of the silver mines but the mere pros- 
pect of such a redemption produced consternation in the breasts 
of the creditor classes, for if the silver dollar should become 
the standard of value a creditor with a claim, for example, of 
$100 could be paid with money that was worth only $60. 

The dangers that surrounded the currency situation produced 
widespread fear in the business world and, as was to be ex- 
pected, fear produced panic. By the summer of 1893 the coun- 
try was experiencing the most disastrous panic of its history. 
The depression reached the rich as well as the poor and its 
effects were felt in all parts of the country. In the cities fac- 
tories were closed and hordes of workmen were idle. Banks 
failed by the hundred, most of the failures being in the South 
and West. Money was so hard to get that a premium was of- 
fered for currency of almost any kind—gold, silver, bank- 
notes, greenbacks—anything with which to settle the day’s ob- 
ligations. The panic reached the stock-market and securities of 
almost every class tumbled. ‘All over the country there was 
unrest and lawlessness. )From New England to the Far West 
little bands of unemployed workmen led by agitators were or- 
ganized with the purpose of marching to Washington and ap- 
pealing to Congress for relief. One of the “armies,” led by J. 5. 
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Coxey, marched in spectacular fashion from Ohio to the cap- 
ital. But the demonstration ended in a farce, for as soon as 
Coxey stepped upon the Capitol lawn he was arrested for “tres- 
passing upon the grass.” While all classes and all sections felt 
the blighting influence of the panic, it was the farmers of the 
West who suffered most. Unable to sell their crops at any price 
they were sometimes compelled to burn as fuel the grain which 


they had raised at great expense and with much toil. There 


were districts where farmers could not so much as buy clothes 
for their backs and went clad in the sacks into which they were 
accustomed to put their grain, their feet wrapped about with 
rags which took the place of shoes. 

Since the panic was due in no small measure to the drain 
that was lowering the gold reserve, Congress, in October 1893, 
in order to check this drain and thus renew the confidence of 
the business public repealed the purchasing clause of the Sher- 
man Silver Law; no more silver was to be bought and no more 
Treasury notes were to be issued. Business men in the East 
now breathed a sigh of relief, for they felt that the gold stand- 
ard was now assured. But they quickly found that it was still 
in danger. The demand for gold in exchange for Treasury notes 
and greenbacks continued, with the result that by the middle of 
January 1894 the gold reserve in the Treasury was less than 
$70,000,000. Here indeed was a crisis. If the drain should con- 
tinue until all the gold was gone and redemption should cease 
entirely the Government would have to confess itself a bank- 
rupt. If it should redeem with silver it would destroy the gold 
standard. 

In order to meet the crisis the secretary of the treasury began 
to sell bonds (borrow money) in order to secure enough gold 
to bring the reserve up to the $100,000,000 mark. But the re- 
demption process was like the working of an endless chain; no 
sooner was a fresh supply of gold obtained than it was drawn 
out again by a fresh redemption of notes, for when the notes 
were redeemed they were at once put in circulation again and 
could be presented again for redemption. And good use was 
made of the “endless chain.” There were two sales of bonds 
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but the results were very discouraging ; the more gold the Treas- 
ury borrowed the lower the reserve fell. By February 1895 it 
had sunk to $41,000,000 and this feeble prop had to support the 
credit of $500,000,000 of redeemable paper money! In des- 
peration the secretary of the treasury entered into an agree- 
ment with the banking houses of J. P. Morgan and August 
Belmont for the purchase of a certain amount of gold in ex- 
change for bonds for which they paid a price considerably 
lower than the current market price, a part of the contract 
being that the banking houses should use their influence to 
protect the Treasury from further withdrawals of gold. This 
arrangement resulted in protecting the Treasury for about ten 
months and then the endless chain began to work again; the 
reserve began to sink and went down to a point almost as low 
as it had ever reached. In January 1896 a bond issue of $100,- 
000,000 was thrown open to the public. The bonds were eagerly 
purchased at prices averaging about seven per cent higher than 
the rate paid by the Morgan people. Despite this last replenish- 
ment the reserve again began to fall. By July 1896, however, 
after bonds amounting altogether to $262,000,000 had been sold, 
the endless chain had been brought to a standstill. A Presiden- 
tial campaign being now in full swing, financiers were seized 
with a fear that a new bond issue might strengthen the claims of 
the silver advocates. Accordingly the bankers combined to sup- 
port the reserve by paying out gold in exchange for notes, 
instead of presenting notes to the Treasury to be exchanged for 
gold. The plan succeeded; the reserve fell no further; the end- 
less chain came to rest and the gold standard for the moment 
at least was out of danger. 


mevre TORY POR THE GOLD STANDARD 


But the silver advocates were not to be put down without a 
struggle. In 1896 they gained control of the National Demo- 
cratic Convention and nominated William Jennings Bryan as 
their candidate and wrote into the platform a plank that de- 
manded “the free and unlimited coinage of both gold and silver 
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at the present legal rate of 16 to 1 without waiting for the aid 
or consent of any other nation.” Mr. Bryan was an orator 
whose strong musical voice rang in a tone that warmed the 
blood of his hearers. In the convention which nominated him 
he made a speech which in addition to pressing the arguments 
for free silver appealed in telling fashion to the emotions and 
interests of the common man. Turning to the gold delegates 
who had accused the silverites of disturbing the business in- 
terests, he said: ‘““You have made the definition of a business 
man too limited in its application. The man who is employed for 
wages is as much a business man as his employer. The attorney 
in a country town is as much a business man as the corpora- 
tion counsel in a great metropolis. The merchant at the cross- 
roads store is as much a business man as the merchant of 
New York. The farmer who goes forth in the morning and toils 
all day—who begins in the spring and toils all summer—and 
who, by the application of brain and muscle to the natural re- 
sources of the country, creates wealth, is as much a business 
man as the man who goes upon the board of trade and bets upon 
the price of grain. The miners who go down a thousand feet 
into the earth, or climb two thousand feet upon the cliffs, and 
bring forth from their hiding-places.the precious metals to be 
poured into the channels of trade, are as much business men 
as the few financial magnates who in a back room, corner 
the money of the world. We come to speak for this broader 
class of business men.” It was such language as this that 
caused Mr. Bryan to become popularly known as the “Great 
Commoner.” 

The Republicans declared their opposition to the free coin- 
age of silver and nominated William McKinley as their can- 
didate. McKinley would gladly have made the tariff the chief 
issue of the campaign but Bryan forced the fighting on the 
silver question. And never was a campaign more bitterly 
fought. Thousands of orators went hither and thither over the 
country defending the gold standard while thousands moved 
about denouncing it. The Republicans contended that with the 
free coinage of both metals debts would always be paid in 
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silver ; if a man owed one hundred dollars he would take sixty- 
nine* dollars in gold, buy silver with it, get it coined into one 
hundred silver dollars, and pay his debt. Then the disasters that 
would flow from the free coinage of silver were pictured; sil- 
ver being the cheaper metal, nothing but silver would be used, 
for under the workings of a principle known as Gresham’s 
Law’ gold would go into hiding; the flood of silver would 
cause prices to rise and as they rose the value of fixed in- 
comes, insurance policies, deposits in savings banks, mortgages, 
would fall; the substitution of silver for gold as a payment for 
debt would mean repudiation and would bring disgrace and 
dishonor upon the nation. The silverites endeavored bravely to 
meet all these arguments but they were unable to convince the 
people that the free coinage of silver was best for the country. 
When the votes were counted it was found that McKinley was 
elected. The result of the election was a stunning blow to the 
silverites. For some years, it is true, they fought on, but after 
1896 their strength began to wane. 

Since the election of 1896 was fought out on the currency 
question there were those who maintained that the first duty 
of Congress when it assembled in extra session in 1897 was 
to pass promptly a law providing once and for all for the 
gold standard. But there was a very good reason why the ques- 
tion should be postponed: the Senate still contained a strong 
silver element and if a gold standard bill had been brought up 
it would most likely have been voted down. So the money ques- 
tion was sidétracked. By 1g00, however, conditions were ripe 


1The market price of the metal in a silver dollar in 1896 was about 69 cents; 
that is, one hundred silver dollars when melted contained enough silver to buy 
sixty-nine gold dollars. ' 

2 This law is usually stated as follows: “Bad money tends to drive out good 
money, but good money cannot drive out bad.” The law does not mean that 
either silver or gold is of itself either good or bad. It means that people will 
pay their debts and purchase articles with the cheapest money available and that 
they will either hoard or send abroad the dearer money. Gresham’s Law could 
be seen working throughout our currency history. Under the ratio between gold 
and silver established in 1792 (p. 127) silver by 1834 was driving gold from 
circwlation because everybody who could do so was holding back his gold and 
making his purchases in silver. Accordingly Congress in order to bring gold 
back into circulation reduced slightly the weight of the gold dollar but did not 
change the weight of the silver dollar, the ratio of the two metals under the 
new law being 16 to 1. Under the new ratio it was not long before gold was 
found to be the cheaper money, and because it was cheaper it drove silver out 
of circulation. In 1850 a silver dollar was worth $1.02 in gold, the value which 
silver had when it was demonet:-zed in 1873. 
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for dealing with the currency. The country was prosperous and 
money was flowing into the country in great streams. The ex- 
cess of exports over imports was averaging about $560,000,000 
every year. Moreover, the supply of gold for the mints had been 
greatly increased by the output which came from the newly 
discovered deposits of the Klondike region. The money in circu- 


lation was nearly $27 per capita whereas in 1896 it had been | 


only about $21. Accordingly in December 1899 the President 
went to Congress with a recommendation for a law that would 
make the gold standard secure. He did this with confidence, for 
there was now a majority against the free coinage of silver both 
in the House and in the Senate. In his message he said: “The 
situation points to the present as the most fitting time to make 
adequate provision to insure the continuance of the gold stand- 
ard and of public confidence in the ability and purpose of the 
Government to meet all its obligations in the money which the 
civilized world recognizes as the best.” Congress responded on 
March 14 with the Gold-Standard Act of 1900. This law de- 
clared the gold dollar to be the standard unit of value, and pro- 
vided that all forms of money issued or coined by the United 
States were to be maintained at a parity with gold. Legal-tender 
notes were to be redeemed in gold. The reserve for redemption 
purposes was to be increased to $150,000,000 and maintained, 
if necessary, by sales of 3 per cent gold bonds. The legal-tender 
quality of the silver dollar was to remain undisturbed by the 
law. Treasury notes of 1890 were to be canceled as received 
and silver certificates substituted for them. The act also 
amended the National Banking Law (p. 264) by providing for 
the organization of banks in places of 3000 inhabitants or less 
with a capital of $25,000 instead of $50,000, as formerly; and 
by allowing banks to issue circulation on the bonds deposited up 
to the par value of the bonds. Thus after a struggle of more 
than twenty years the battle between silver and gold was at 
last won by the yellow metal, for after the passage of the Gold- 
Standard Act the friends of silver were never again able to 
score a victory of any importance, 
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TARIFF CHANGES IN THE 1880’S AND 1890'S 


During the years in which there was so much agitation about 
_ the currency there was carried on among the politicians a fierce 
controversy about the tariff. It was a long time, however, before 
the controversy resulted in any serious tariff changes, for the 
manufacturers were always in the saddle and were able to 
defeat any attempt to reduce substantially the duties that were 
imposed during the Civil War (p. 257). In 1883 some of the 
rates were lowered but the reduction was so slight that it was 
hardly perceptible. “The kaleidoscope was turned a hair’s 
breadth and the colors transposed a little, but the component 
parts were the same.” 

In 1887 President Cleveland awakened Congress and the 
whole country by a ringing message which denounced the exist- 
ing tariff as “vicious, illegal and inequitable,’ and which was 
the opening gun in a great tariff battle. The sensation caused by 
the message was profound and in political circles it exploded 
with the force of a powerful bomb. In Congress the explosion 
produced consternation among Democrats as well as among Re- 
publicans, for although the Democrats were for the most part 
the opponents of the protective policy they were by no means 
united on the subject. Where the interests of his own district 
were concerned a Democratic Congressman was usually a high 
protectionist, his views resembling those of the Gloucester fish- 
erman who said that on general principles he was for free trade 
but he thought there ought to be a duty on herring. Many Dem- 
ocrats, therefore, would gladly have ignored the message. But 
it was impossible for them to ignore it completely. By way of 
supporting the President they prepared a bill providing for a 
slight reduction in duties. The bill passed in the House of 
Representatives but it died in the Senate. The question was 
now carried to the voters of the country. In the Presidential 
election of 1888 the tariff question for the first time in our 
history was fought out at the polls, the Republicans upholding 
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the policy of high protection and the Democrats contending for 
lower duties. The outcome was a popular verdict in favor of 
the system of protection. . 

The Republicans, encouraged by their victory, decided to 
carry the protective principle further than it had ever been 
carried before. In 1890 they passed the famous McKinley Bill 
which lifted the general average of duties to nearly 50 per cent 


PROTECTION. 
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A Cartoon in the Tariff Campaign of 1888. 


and which placed duties on many articles that hitherto had been 
allowed to come in free. On some commodities the rates were 
so high that they could not possibly be imported with profit and 
could not therefore yield any revenue. The duties were espe- 
cially high upon articles of everyday use, on cotton and woolen 
goods, on iron and steel and glassware and on many kinds 
of food. 

The high rates of the McKinley Tariff quickly caused the 
retail prices of the protected goods to rise and quickly the new 
law become very unpopular. Within a few months after it went 
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into effect the Republicans met with a crushing defeat at the 
polls. Accordingly in 1894 the Democrats, having now a ma- 
jority in Congress, passed the Wilson Bill, which in its orig- 
inal form provided for a real downward revision of the rates, 
but which on its passage was clipped and trimmed and mangled 
until its original character was entirely destroyed. It was the 
old story: members of the Congress, whether Democratic or 
Republican, voted for protective rates on the articles in which 
their constituents were interested. As a result the law in its 
enacted form was virtually a protective measure. 

By 1897 the Republicans were again in power and the manu- 


facturers were again in the saddle. Since the Wilson Act by a 


this time seemed to be discredited in the eyes of the public the 
Republicans decided that there must be a new tariff law, one 
that should be modeled after their own pattern. Accordingly 
the Dingley Act was enacted. This raised the tariff wall even 
higher than it had been raised by the McKinley Tariff, the 
rates of the new law reaching an average of 57 per cent. It 
proved to be a good revenue producer and under its working 
prosperity was widespread. Indeed it gave such general satis- 
faction that it was allowed to remain in force for twelve years 
without being changed. Thus ten years of controversy over the 
tariff resulted in a triumph for protection. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Secure for purposes of class inspection the different kinds of cur- 
rency now in circulation and explain each kind. (For assistance in the 
explanation try to secure a copy of the circulation statement issued each 
month by the Treasury Department.) 

2. What is “Gresham’s Law’? Y 

3. Give an account of the recent experience of Germany with paper 
money. ; 

4. If a gold mine as rich as Klondike should be discovered in every 
State how would the production of gold be affected? Would prices. be 
higher or lower after the discovery? What relation exists between prices 
and the amount of money in circulation? If iron were used as money 
would prices be high or low? a 

5. Would you accept a ten-dollar gold piece upon the condition that 
you were not to use it as money? Would it be worth while to accept a 
ten-dollar bill upon similar conditions ? ae 

6. Does the laborer buy money with his labor? Does the capitalist 
buy labor with his money? Does the farmer buy money with his wheat? 
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BIG BUSINESS BECOMES BIGGER 


Of what avail the plow or sail 
Or land or goods Fd freedom fail? 
IR . Emerson. 


At the time the Dingley Tariff was being put into operation the coun- 
try was recovering from the worst eficcts of the depression that began 
in 1893, and when the twentieth century opened we were enjoying a pros- 
perity that was characterized by President McKinley as “appalling.” 
The good times continued and year by year our commerce and industry 
advanced from one fresh achievement to another until the country was 
easily the economic leader of the world. In the meantime the trust 
movement acquired new strength, and big business grew bigger at an 
alarming rate. 


TWENTIETH CENTURY INDUSTRIAL PROGRESS 


The economic triumphs that were achieved between 1878 
and 1893 were astonishing enough (p. 296), but even more 
astonishing were those which followed when the country 
emerged from the hard times that ended about 1897. As a 
Table was used to exhibit the marvellous progress made during 
the former period—between 1870 and 1890—so now there is 
given below a Table of Progress to show the leading economic 
achievements made between 1900 and 1920. Most of the 
figures in this Table are of course vastly too large to be 
comprehended by the human mind. But by comparing them 
we can learn how swift was the rate at which we were bound- 
ing forward. Comparison, too, would show that by 1920 we 
had outstripped every other nation in the value of the 
products of the farm and of the shop, and that our national 
wealth was greater than that of any other country. Later fig- 
ures would only serve to strengthen the significance of these 
given in the Table. In 1925 an official report of the Government 
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established the fact that the United States was far and away 
the richest country on earth. 


TABLE OF PROGRESS IN THE UNITED STATES BETWEEN 1900 AND 1920 * 


(Money values are stated in millions; that is, 000,000 are;'omitted) 


1900 1910 1920 
Farms and farm property........ $20,439 $40,991 $77,924 
Rarmproductssrevi 4a es 4,717 8,498 21,425 
Products of manufacturing....... 11,406 20,672 62,041 
Value of domestic commerce...... 20,000 37,000 100,000 
Imports of merchandise.......... 849 1,556 5,278 
Exports of merchandise.......... 1304 1,744 8,228 
Motaliwealthimaen acres ert aee eee 88,000 2186,300 “320,804 
Milesiofirailroad seme tive mere 193,000 240,000 252,000 
Population) Geers eer 76,000,000 | 92,000,000 | 106,000,000 
Unbantpopulationse: see een 30,380,000 | 42,166,000 | 54,304,000 
Wage-earners...08 2, 8.200. 0e ee 4,700,000 6,600,000 9,000,000 


1 When considering the figures denoting money values given in the Table, the 
student should bear in mind that between 1900 and 1920, and especially between 
1910 and 1920, there was a rise in the money value of almost every kind of 
property and commodity. So in using the Table for comparisons the money values, 
especially those for 1920, must not be taken at their full face value, but must 
be regarded as being too high for the purposes of a strict and accurate comparison. 
Still, in the main they serve very well to indicate the character and the magnitude 
of the progress made between 1900-and 1920. 

31912 estimate. 

31922 estimate. 


What made us the richest country on earth? Whence came 
all this fabulous wealth? The greatest-contribution came, as 
always, from the bosom of nature itself. The area of good agri- 
cultural land in the United States exceeded that possessed by 
any other country. The forests, although they were now yield- 
ing rapidly to the strokes of the woodman’s axe, were still ca- 
pable of furnishing enormous supplies of lumber. Minerals ex- 
isted in quantities sufficient to meet the requirements of a stu- 
pendous manufacture. In 1914 the United States led the world 
in the production of iron ore, copper, lead, zinc, petroleum and 
aluminum. Such natural resources were necessary for the de- 
velopment of a great industrial nation and without them we 
could not have said—as we did truly say—in 1925, that the 
United States was producing: 
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55 per cent of the world’s iron ore; 

51 per cent of the world’s pig iron;” 
66 per cent of the world’s steel; 

51 per cent of the world’s copper; 

62 per cent of the world’s petroleum; 
43 per cent of the world’s coal; 

52 per cent of the world’s timber output; 
65 per cent of the world’s naval stores; 
42 per cent of the world’s phosphate; 
80 per cent of the worlds sulphur; 

62 per cent of the world’s lead; 

64 per cent of the world’s zinc; 

60 per cent of the world’s cotton; 

95 per cent of the world’s automobiles. 


But natural resources did not, of course, tell the whole story. maustrial 
Industrial efficiency was a powerful factor in producing the *™%°"°¥ 
results shown in 
the Table The 
American -work- 
man was well paid 
and in return he 
gave better service 
than was rendered 
by the poorly paid 
workmen of other 
countries. To the 
efficiency of the 
worker was added 
that which came 
from improved ma- 
chinery, for there 
was no lagging in 
mechanical _prog- 
ress. Indeed, much 
of the material 
progress shown in 
the Table was due 
to new inventions. 
Never before were 
inventors busier than they were in the opening years of the 
twentieth century. Hardly a year passed that the number of 
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patents issued did not exceed 30,000 ; while in 1916 the number 
was about 44,000. What these inventions were doing to se- 
cure efficiency in industry is very well illustrated by the fol- 
lowing description of the mechanical operations that could be 
witnessed in the manufacture of steel and iron: 


The bulk of the domestic iron ore used in the United States is not 
touched by the hand of man from the time it leaves the mine until it 
is converted into forms for sale, as rails, structural shapes, wire rods, 
sheets, merchant bars, etc., and in many of the operations the ore is dug 
by power shovels, or “milled” through chutes, so that even in mining 
but little hand labor is necessary. Lifted from its bed by dippers on power 
shovels, ore is loaded into railway cars or directed through “mills” into 
chutes, or mined by pick and shovels and shot into mine tram cars. The 
cars run to pockets feeding skips, which are raised by power and auto- 
matically dumped into waiting railway cars.... ‘ 

Railway cars, with their loads of iron ore, convey it to blast furnaces 
or, as is the custom with most Lake Superior ores, to docks provided 
with pockets, into which the ore drops through the opened bottoms of 
the cars, while spouts connecting with the dock pockets deliver the ore 
by gravity into holds of the vessels specially constructed for the iron ore 
trade. At the end of the vessel’s trip, mechanical devices remove the ore 
and deposit it in cars or on stock piles... . 

When the furnace is reached to which the ore is consigned, the rail- 
way cars are run onto “car dumpers” which turn the cars over to dis- 
charge their contents into pits from which the ore is carried by cable or 
tramways to stock piles; or the cars drop their contents into the furnace 
supply bins. From the bins, whether fed direct from cars or from stock 
piles, the ore is chuted to scale charging cars which feed to skip cars. 
These skip cars, which also receive the fuel and fluxing material, are 
elevated to the furnace top and automatically discharge their contents.? 


In no direction was efficiency more in evidence than in the 
electrical industries. We saw that in the-18g0’s electricity was 
becoming an important factor of industrial progress (p. 302). 
In the twentieth century its importance was greatly increased. 
Inventors bent their efforts toward decreasing the cost of the 
electrical current and toward multiplying the uses to which it 

ANew could be applied, with the result that by 1925 the cost of 
Force the current had been greatly lowered, while the uses were so 
many that they required one-third of all the power consumed 
in the United States. The most remarkable advance was the 
conversion of water-power into electrical energy, which could 
be carried by wires to distant places where it could be employed 


1From The A B C of Iron and Steel, by A. O. Backert. i 
Faulkner’s American Economic History, p. oe ae ed ee 
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not only for lighting and for transportation, but for driving 
the wheels of industry. At Niagara a 250,000 horse-power 
force was generated at the Falls and distributed to points as 
far away as Syracuse. At Keokuk, lowa, a dam was thrown 
across the Mississippi and a hydro-electric power plant installed 
(1913) capable of generating 200,000 horse-power and sup- 
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plying points as far away as St. Louis. On one of the railroads 
in the Northwest trains for a distance of several hundred miles 
were drawn by electrical currents generated by falling water 
of mountain streams. By 1922 nearly 6,000,000 horse-power of 
hydro-electric energy had been produced. The outlook for this 
new motive force was full of promise, for the total amount of 
potential hydro-electric energy in the United States was esti- 
mated to be nearly 50,000,000 horse-power, a supply amply 
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sufficient for an annual saving of hundreds of millions of tons 
of coal.* 

But improved machinery alone could not account for the 
progress of the time. To secure the results shown in the Table 
it was necessary not only to increase the total horse-power 


enormously but man-power also had to be increased; it was - 


necessary to add millions of men and women to the working 
force of the nation. The needed supply of labor was furnished 
by a stream of immigrants which in the opening years of the 
twentieth century became a mighty flood. In 1907 there were 
admitted into the United States 1,285,000. foreigners, while in 
1914 the number admitted was almost as large. In twelve years 
before the outbreak of the war in Europe nearly 12,000,000 
foreigners came to the United States. The several countries 
from which most of them came may be learned from the fol- 
lowing table, an inspection of which throws a great deal of 
light not only upon the subject now before us but also upon the 
whole story of immigration for 80 years. 


IMMIGRANTS FROM SPECIFIED COUNTRIES, BY DECADES: 1840-1920 


Decade Treland Germany Italy Russia 
TS4O—18 50). 780,719 434,626 1,870 656 
1850—LS60. ae eee 914,119 951,667 9,231 1,621 
1860-187 0i-ni er eiieor 435,778 787,468 11,728 4,536 
IRE ColskObas gyosn eo 436,871 718,182 55,759 52,254 
LesO—lsOO meres eee 655,482 1,452,970 307,309 265,088 
1890-1900.......... 403,496 543,922 655,694 593,793 
TO0O—1OTOne rere 339,065 341,498 2,045,877 1,597,306 
IQIO-1920.....-.... 145,937 143,945 1,109,524 921,957 


The influx was due chiefly, of course, to a hope of economic 
betterment ; the emigrant came because here wages were higher 


1In 1922 Congress passed the Jones Water Power Bill, a measure designed to 
conserve a portion of the many million horse-power of hydro-electric energy 
that was lying latent in streams. The Jones Bill created a water-power commission 
to which was given authority over all matters coming within the federal jurisdic- 
tion pertaining to the development of water-power on the public domain and in the 
natural forests. The commission was authorized to issue to citizens of the United 
States, to corporations, to States, and to municipalities, licenses for operating 
hydro-electric plants, the licenses to be given for a period of fifty years. The law 
encouraged the building of head-water storage reservoirs to prevent floods and to 
obtain water for irrigation purposes. Thus a comprehensive policy of water-power 
development was instituted by congressional action. 
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than at home, and because standards of living were higher. He 
was invited, indeed he was urged, to come because his labor 
was needed and he gave a good account of himself in the indus- 
trial world. At the time when the tide of immigration was at a 
very high point he could with truth say of himself: 


I do seven tenths of the bituminous coal mining. 
I do seven eights of all the labor in the woolen mills. 
contribute nine tenths of all the labor in the cotton mills, 
make nineteen twentieths of all the clothing. 
manufacture more than half the shoes. 
build four fifths of all the furniture. 
make half of the collars, cuffs, and shirts. 
turn out four fifths of all the leather. 
make half the gloves. 
refine nineteen twentieths of the sugar. 
make half the tobacco and cigars. 
I contribute 80 per cent. of all the labor in the slaughtering and meat- 
packing industries. 


FR et eH 


Although the value of the immigrant’s labor was beyoud 
calculation, there was a feeling that the alien invasion was re- 
sulting in lowering the American standard of living and in 
introducing into American life millions of men and women who 
were complete strangers to that life and who cared little or 
nothing at all for America. So there arose a demand that the 
bars against immigrants be put higher than previous restrictive 
laws had put them (p. 296). The movement for restriction 
met with much opposition. When a bill providing a literacy 
test for immigrants was passed by Congress in 1896 it was 
vetoed by President Cleveland. President Taft vetoed a simi- 
lar bill in 1913. Again a bill with a literacy test was passed in 
1917, and again it was vetoed by the President ; but this time it 
was passed over the Presidential veto. The law of 1917 shuts 
out “all aliens over sixteen years of age physically capable of 
reading, who cannot read the English language or some other 
written language or dialect including Hebrew and Yiddish.” 
After the World War was over and it seemed that the country 
might be flooded with emigrants seeking an escape from the 
distressing conditions which prevailed in Europe Congress again 
was called upon to deal with the immigrant question. In 1921 
it passed a restrictive measure providing that the number of 
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aliens who should be allowed to enter in any fiscal year should 
not exceed three per cent. of the foreign born persons of the 
same nationality already living here, taking the census of 1910 
as the basis of computation. In 1924 the law was changed so 
that the census of 1890 should be the basis. The law of 1924 


also expressly forbade the admission of Chinese and Japanese ~ | 


immigrants. That these restrictive laws were effective was 
shown by the fact that in 1925 the total of all immigrant aliens 
admitted was only about 200,000o—less than one-sixth of the 
annual number that was sometimes admitted before the bars 
were raised. 

While there was considerable opposition to the policy of keep- 
ing out foreign laborers, the policy of keeping out foreign goods 
by means of a protective tariff was faithfully adhered to. The 
tariff in the first quarter of the twentieth century was a constant 
theme of politics but its history can be stated very briefly. The 
high duties of the Dingley Act (p. 363) were maintained until 
1909, when the Payne-Aldrich Bill was passed. Many people 
now hoped for a law that would provide for a substantial re- 
duction of duties but as a matter of fact the Payne-Aldrich 
Bill was very much like the Dingley Bill. It reduced the duties 
somewhat on metals, lumber and leather, but the rates on woolen 
goods were left untouched, while those upon hosiery and the 
better grades of cotton goods were actually raised. Upon the 
whole the law was a great disappointment to the people who 
were asking for a downward revision. The Payne-Aldrich law 
remained in force until 1913 when the Underwood Tariff was 
put into effect. The object of this law, as President Wilson 
expressed it, was to abolish everything that bears even the 
semblance of privilege or of any kind of artificial advantage. 
The law did actually reduce the rates on a great many articles, 
yet it made no material change in our tariff policy, for the 
Underwood Bill was by no means a free trade measure. On the 
contrary, it left the tariff still highly protective. The 
new law was not fairly tested, for upon the outbreak of the 
Great War the commerce of the world was thrown into a 
demoralized condition. Soon after the war was over the Under- 
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wood Law was repealed and the Fordney-McCumber Act was 
passed (1922). This restored the high duties of the Dingley 
and Aldrich laws and even surpassed them in the high pro- 
tection given. Indeed it was the highest protective tariff 
measure ever enacted.* And it gave promise of being the best 
revenue producer ever enacted. In the first year after it went 
into effect it brought into the Treasury a larger sum than had 
ever been raised in a single year by any previous law. 


BIG BUSINESS AND ITS LATER REGULATION 


The brilliant commercial and industrial successes of this 
period were accompanied by a consolidation of business that 
was all the time becoming more and more alarming because it 
was all the time moving further and further toward monopoly. 
During the hard times that followed the panic of 1893 the trust 
movement which was described in a previous chapter (pp. 322- 
327) lost some of its strength, but with the renewal of pros- 
perity it set in again and soon was producing amazing results. 
The combinations which were formed in the opening years of 
the twentieth century made the combinations of the 1880’s look 
like pigmies by comparison. In one industry after another the 
stronger competitors combined their forces, with the result that 
weaker concerns were either absorbed or crushed, or were 
allowed to exist as independent companies only because they 
could do no harm to the combination. The American Tobacco 
Company gained control of three-fourths of the tobacco trade. 
The International Harvester Company was a consolidation of 
the leading companies engaged in manufacturing agricultural 
implements. The leading establishments engaged in meat-pack- 


1In order that the excessive rates of the Fordney-McCumber Act might be 
modified if occasion should require, a section of the law provided for a ‘“‘flexible 
tariff.”? When the President finds that the rate of duty fixed upon an article 
by the act of 1922 is not sufficient to equalize the costs of production of that 
article between the United States and the principal competing foreign country 
he may fix a rate which will equalize the cost of production, and the rate thus 
fixed shall go into effect in lieu of the duty specified in the act. He cannot, 
however, increase or decrease any rate of duty more than fifty per cent of the 
amount named in the act, nor can he change a rate until after an investigation 
of the differences of the cost of production at home and abroad has been made 
by the United States Tariff Commission, a bi-partizan body consisting of six 
members whose duty is to investigate the fiscal and industrial effects of the tariff 
laws and to report the result of their investigation to the President and Congress, 
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ing, although they did not consolidate their interests outright, 
nevertheless perfected an arrangement under which they were 
able virtually to control the price that the farmer should receive 
for his live stock, and the price at which meat should be sold. 
The Standard Oil Company was easily the master of the oil 
business. But of all the combinations the most stupendous was 
the United States Steel Corporation. This company, organized 
in 1901, was essentially a holding company having possession of 
the stock of several subsidiary companies. Most of the sub- 
sidiary companies were themselves industrial giants, for among 
them were the Carnegie Co., the Federal Steel Co., the Ameri- 
can Steel & Wire Co., the American Tin Plate Co., and other 
colossal corporations. In most cases each of the subsidiary com- 
panies had a number of manufacturing plants distributed at 
various points as well as such properties as ore companies, dock 
companies, railroad companies, gas companies, and the like. 
“The United States Steel Corporation, when formed, had steel 
works with an annual capacity of 9,400,000 tons of crude steel, 
1000 miles of railway, 112 lake ore vessels, iron ore deposits, 
estimated to contain from 500,000,000 to 700,000,000 tons of 
ore, and more than 50,000 acres of high grade coal lands and 
numerous related properties. The total number of plants under 
the control of the corporation exceeded 200.” The capitalization 
of the new company was a little more than $1,400,000,000. 
And thus consolidation went on. By 1903 one trust sold 90 
per cent of the sugar output; another refined 75 per cent of the 
oil; another manufactured 75 per cent of the paper; another 
controlled 75 per cent of the steel industry; a small.group of 
operators controlled practically 100 per cent of the anthracite 
coal business. Other combinations were reaching out for the 
control in the production of flour, coffee, matches and leather, 
while in almost every city great corporations were in complete 
possession of such public utilities as gas, electric lighting and 
street railways. In brief, American business. was trust ridden 
and was galloping toward monopoly. 

Where was the Sherman Anti-Trust Law during this period 
of mighty consolidation? Why did it fail to prevent. the 
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formation of these gigantic combinations? One reason why it 
failed has already been given: it was not vigorously enforced 
at the outset (p. 332). “Presidents Harrison, Cleveland and 
McKinley,” says F. A. Ogg, “were not fitted by training or 
conviction to wage contest with the powerful corporate interests 
opposed to the enforcement of the law. . . . Under Harrison 
there were only three indictments, and under Cleveland two; 
under McKinley there were none.”’ Another reason for the 
ineffectiveness of the law was the bad luck which it had in the 
courts. Whenever the Government attempted to convict a 
corporation for violating the law it was nearly always de- 
feated. The worst blow given to it was the one dealt in 1895 
by the Supreme Court in the case of the American Sugar 
Refiners Company. This company, with the purpose of secur- 
ing a monopoly of the sugar refining business of the United 
States, had purchased refineries in Philadelphia which with 
its other plants enabled it to control 98 per cent of the sugar 
business of the country. When a suit brought by the Govern- 
ment. asking that the purchase be cancelled on the ground that 
it was contrary to the Anti-Trust Law reached the Supreme 
Court the request was refused, the court declaring that the mere 
purchase of the sugar refineries was not an act of interstate 
trade and was not therefore a violation of the law. According 
to the decision the words of the Anti-Trust Law applied only to 
monopoly in restraint of trade and not to monopoly in manu- 
facture. A concern could now go ahead and secure possession 
of all the plants of all its rivals and feel sure that it was not 
violating the Anti-Trust Law. So after the victory of the Sugar 


Company the outlook for an effective regulation of the trusts’ 


was dark indeed. 

President Roosevelt, believing that the trusts were becoming 
a dangerous factor in our economic life and that in some way 
they ought to be subjected to control, undertook to correct the 
evils connected with trust management. It was his idea that 
in dealing with the trust problem the first step was to secure 
full and complete knowledge of what the trusts were doing. 
So at his recommendation Congress in 1903 established the 
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Department of Commerce and Labor, and within this depart- 
ment there was set up a bureau of corporations armed with 
authority to inquire into the history and practices of trusts and 
to make reports of its findings. In enthusiastic fashion the new 
bureau investigated the affairs of the great corporations and a 
great deal of publicity was given to the methods and doings of 
the trusts. But the President, of course, never supposed that 
publicity alone would solve the trust problem. He saw plainly 
enough that if there was to be effective control of the trusts 
the Anti-Trust Law would have to be amended. Accordingly, 
for several years he kept appealing to Congress to consider 
the evils of the industrial situation and to make the Anti-Trust 
law more efficient and more in harmony with actual conditions. 
To these appeals Congress gave no response and its policy of 
inaction was persisted in through the entire period of the 
Roosevelt administrations (1901-1909). 

But the President was not content merely to ask for new 
laws. He aroused the Anti-Trust Law from its slumber and 
availed himself to the fullest of such powers as it possessed. 
He ordered his law officers to move against illegal combinations 
and move against them in earnest. His attorney-general brought 
suit against the Northern Securities Company, which was 
organized for the purpose of merging the interests of two rail- 
roads in such a way that competition between the roads would 
be destroyed. The government won the- case: in 1904 the 
Northern Securities Company was compelled by the Supreme 
Court to dissolve,-on the ground that the merger of the two 
roads constituted a violation of the Anti-Trust Law. Other 
suits now followed. In a few cases the Government won, but no 
heavy fines were collected and no offenders were imprisoned 
under the criminal clause of the Anti-Trust Law. The Roose- 
velt campaign against the trusts was warmly applauded by the 
people, but regarded from the economic standpoint, it accom- 
plished almost nothing at all. If it had any effect upon the 
monopolistic tendencies of the day the effect could not be 
easily discerned ; during the very years in which the campaign 


Sb ah he tet 


BIG BUSINESS BECOMES BIGGER 379 


was being conducted the total capitalization of the trusts in- 
creased by several billions of dollars. 

Some of the suits brought against the trusts during the 
Roosevelt administration moved through the courts at such a 
slow pace that they were not brought to an end until the Taft 
administration was far advanced. Among those carried ovet was 
one begun in 1906 against the Standard Oil and one begun in 
1907 against the Tobacco Trust. Both companies were charged 
with having violated the Anti-Trust Act. In 1911 the case 
against the Standard Oil Company reached the Supreme Court 
and that tribunal decided that this company was violating the 
Anti-Trust Law and that it must dissolve and break up into 
its component parts ; that it must relinquish its control over the 
constituent companies of which there were thirty-three, and 
give to each of the subsidiary companies its proportional share 
of the stock. Two weeks after the decision in the Standard Oil 
Case was handed down a similar decision was rendered in the 
case of the American Tobacco Company, and it too was dis- 
solved. On the face of things here was a great victory over 
the trusts—two of the most powerful corporations in the United 
States had been haled before the bar of justice, tried, and found 
guilty. But it was not a victory that was attended by any im- 
portant economic results. In the case of the Standard Oil 
Company the men who had owned the combination were the 
very men who would control the constituent companies. A legal 
victory had been gained by the dissolution, but competition was 
not restored, nor was monopoly checked. “The Sherman Law, 
in its practical enforcement,” said J. M. Beck soon after the 
decisions were handed down, “‘is little less than a delusion. 
It has accomplished practically nothing.” Plainly men were 
beginning to despair of any effective trust regulation. 

But the despair was not universal. Many still believed that 
if the proper laws were enacted the trust question could be 
solved. Said Woodrow Wilson in 1912: “American industry is 
not free as it was once free. American enterprise is not free; the 
man with only a little capital is finding it harder to get into 
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the fields, more and more impossible to compete with the big 
fellow. Why? Because the laws of this country do not prevent 
the strong from crushing the weak.” Accordingly, when Wil- 
son became President he undertook to secure legislation that 
would restore some of the old competition and that would pre- 
pared. vent the strong from crushing the weak. First he prevailed x 
Commis- upon Congress to do away with the bureau of corporations 
sion Late on 
and in its stead to set up a Federal Trade Commission (Sep- 
tember 1914), consisting of five members appointed by the Pres- 
dent. This commission was clothed with such powers as had 
been possessed by the bureau of corporations, and in addition 
it was given authority to issue orders prohibiting the use of 
“unfair methods of competition” by persons or corporations en- 
gaged in interstate trade. If a concern was found guilty of false 
advertising, or of price discrimination (selling to one person 
at one price and another to another), or of bribery, or of mis- 
branding goods, or of giving rebates to customers, it could be 
ordered by the Commission to desist from its bad practices 
and if it did not desist it was liable to be brought into a federal 
court and punished for its disobedience. 
A few weeks after the Federal Trade Commission was estab- 
lished, the Clayton Anti-Trust Act was passed. The purpose 
of the Clayton Act was to amend and strengthen the original 
phe Clays Nici rast Law (p. 326). The new law makes it unlawful 
Trust Act for any concern to discriminate in price between different pur- 
chasers where the effect of such discrimination is substantially 
to lessen competition or create a monopoly in any line of trade; 
it forbids any corporation from acquiring the whole or any part 
of the stock of another corporation where the effect of such 
acquisition may substantially lessen competition between: the 
corporation whose stock is acquired and the corporation mak- 
ing the acquisition; it forbids the interlocking of directorates: 
that is, it forbids directors in certain classes of corporations to 
serve as directors in corporations conducting the same line of 
business. The law, however, declares that the labor of a human 
being is not a commodity or article of commerce, and that labor 
unions and farmers’ organizations, when they have no capital 
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stock and are not conducted for profit, are exempted from the 
operations of the law. 

At the time these laws were brought forward in Congress the 
country was in a mood for reform, for it was still being agitated 
by the progressive movement—a movement to be considered 
more fully hereafter (p. 420)—and it was the driving force 
of that movement that caused them to be placed on the statute 
books. But unfortunately they were placed there at the 
very time when the convulsions of the World War were be- 
ginning to impart their violence to the United States. When 
the guns in Europe began to fire the spirit of reform in 
America began to flag, with the result that the Government 
in its administration of the anti-trust law of 1914 was de- 
prived of the powerful assistance that it would doubtless have 
received from a people animated by progressive ideals. So it 
happened that no powerful public opinion demanded the faith- 
ful and rigid execution of the new laws. Had the spur of a 
reforming public spirit been applied to executive officers and 
lawmakers and judges, the Federal Trade Commission by 
1927 might have developed into an agency resembling the 
Interstate Commerce Commission and trust regulation might 
at least have been somewhere in sight. But as the fates would 
have it no such spur was applied and the anti-trust laws of 
1914 failed to open the doors of competition. On the contrary, 
as years passed mergers increased, big business became bigger, 
and monopoly gained ground.* 

As it gained ground prices rose and the cost of living of 
course rose too. During the last quarter of the nineteenth 
century while competition in business was still sharp and while 
the quantity of goods offered for sale was all the time increasing 
owing to large scale production and improved processes of 
manufacture, prices had a general downward trend. When the 
twentieth century opened, however, prices began to move up- 
ward. Between 1900 and 1913, there was a rise in the cost of 


1In 1926 the American Telegraph and Telephone Company had 275,000 _em- 
ployees and its assets amounted to nearly $2,500,000,000; the United States Steel 
Corporation had 267,000 employees and its assets were about $2,500,000,000; the 
Standard Oil Company had assets of $1,200 000,000; the General Motors Corpora- 
tion had 135,000 employees and assets of about $700,000,000. 
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foods, clothing, fuels, metals of almost every description, build- 
ing materials and house furnishing goods amounting to an 
average of nearly 25 per cent. Much of the increase was due 
to the power of the trusts. “It was to be expected,” says Pro- 
fessor Van Metre, “that the successful combinations should 
make use of their monopolizing power to raise the prices of the 
commodities which they sold. The petroleum, anthracite coal, 
beef, sugar and tobacco monopolies exacted prices which yielded 
enormous profits. Not only did the combinations maintain 
higher prices on finished products, but’they kept down the prices 
which they paid for raw material.” The trusts, however, re- 
frained from pushing the prices of their goods to the highest 
possible point. Most of them, after the control of the market 
was secured, were content to fix a price and maintain it through 
long periods of time and through varying market conditions. 
This policy prevented prices from going up and down and there 
was much merit in it. But the trust price itself was seldom 
a thing that could be defended, for it was nearly always a price 
that was unreasonably high. Yet it was a price that could not 
very well be lowered to a point that was reasonable without 
bringing disaster to the smaller concerns that were independent 
of the trusts. For it must be borne in mind that no trust had 
a complete monopoly of the commodity in which it dealt. Nor 
did any trust desire to have a complete monopoly. If a company 
could control as much as 65 or 70 per cent of the output of an 
article, it could usually fix the price at which the article was 
to be sold, and that was all it desired to do. If a small pro- 
ducer attempted to undersell the trust, he was liable to be 
crushed. But the small producer did not attempt to undersell. 
On the contrary he was generally glad to sell at the trust price. 
So when statesmen considered the problem of regulating the 
prices fixed by the trusts they were sorely perplexed. They 
might compel the trust to reduce its price to a point where its 
profit was reasonable, yet such a reduction would drive the 
independent concern out of business and leave the trust in 
complete control. Said Senator Cummings in 1922: “The United 


1T. W. Van Metre, Economic History of the United States, Pp, 5z3. 
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States Steel Corporation produces, we will say, one half of 
all the iron and steel products of this country. .....:/ Two 
or three years ago I was a member of a committee to 
inquire into the cost of production of iron and_ steel 
products. It appeared during the course of that investigation, 
and there can be no doubt about it, that the United States Steel 
Corporation can produce the greater part of its output any- 
where from five to fifteen dollars per ton more cheaply than 
can any of its competitors. The only way in which competition 
can be preserved at all is for the Steel Corporation to sell its 
products at more than a reasonable profit. If it were to sell at a 
reasonable profit there would be no competitors in the country, 
and it would have by the natural operation of commercial forces 
a monopoly.” 

Nothing could have been more disheartening than these 
words, yet nothing could have illustrated better the conditions 
that surrounded the trust problem at the end of the first quarter 
of the twentieth century. No wonder that the same Senator 
when speaking of those conditions could utter only the words 
of despair : 

“These are conditions we have to deal with in some way or 
other. No man has yet been genius enough to present a plan 
which will deal with these situations short of the Government 
undertaking to fix prices or limit profits, and we are shrinking 
from that course now, and I think we may very well shrink 
from it. It is one of the problems we have yet to solve, and 
the man who does solve it successfully, or the Congress which 
is able to introduce and carry into effect a plan which will 
restore and preserve reasonable, fair competition, in the produc- 
tion of the United States, will be entitled to a great deal ‘more 
than the plaudits of his fellow men. He will be entitled to a 
very secure and permanent seat in the Heavenly Land.” 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1, Using the Tables found on pages 295 and 368 determine the per- 
centage of growth in farm products during the last twenty years of 
the nineteenth century and the first twenty years of the twentieth cen- 
tury and state in which of these periods the rate of growth was greater. 
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Make the same comparison for manufactured products; for imports; 
for exports; miles of railroads; population; total wealth. 

2. What was the per capita wealth of the country in 1870? in 1910? 
Does a greater per capita wealth of a country indicate a greater pros- 
perity for the whole body of people living within the country? 

3. Does the efficiency which is required of the modern worker make 
for an all round development of his faculties? Discuss this sentence: 
“The man is no longer master of his machine; the machine is the 
master of the man.” 

4. Tell the story of Muscle Shoals. Has any hydro-electric plant 
been installed in this neighborhood? If so, give an account of its 
services. 

5. Does the immigration table on page 372 throw any light upon the 
character of the population in the part of the country in which you 
dive? Why do the trade-unions oppose lax immigration laws? 

6. Name the corporation which supplies this community with a large 
portion of the following articles: oil; articles of steel and iron manu- 
facture; tobacco; meats; sugar; salt; bread; matches; agricultural im- 
plements; automobiles; kodaks; powder; cereals; radio supplies; cash 
registers. 

7. A great financier, speaking of the dissolution of trusts, made this 
remark: “You can’t unscramble an egg.” What do you think he meant? 

8. Why is it impracticable to confer upon the Federal Trade Commis- 
sion the same power over prices that are conferred upon the Interstate 
Commerce Commission over railroad rates? 

9. Beginning of a New Century: Lingley, 428-467. 

10, Manufactures in the Twentieth Century: Jennings, 593-611. 

11. The Passing of Laissez-Faire: Faulkner, 652-658. 

12. Roosevelt and Big Business: Haworth, 281-294. 

13. Corporations and Trusts: Ogg, 58-75. 

14. Government Regulation of Business: Van Metre, 518-540. 
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TRADE EXPANSION, IMPERIALISM AND THE 
WORLD WAR 


America will be rich, prosperous, and wealthy as the result of this 
war. We shall have made untold millions of this wealth out of the woe 
and swelter of Europe-—Herbert Hoover, February 1917. 


The industrial growth described in the last chapter was accompanied 
by a commercial development fully as remarkable. Our foreign trade 
especially enjoyed a wonderful growth during the last years of the 
nineteenth and the opening years of the twentieth century. While it was 
expanding, a wave of imperialism was sweeping over the world. As 
the movement went forward the interests of nations began to clash, 
and by August, I914, six of the countries of Europe had drawn the 
sword. The war spread from nation to nation until at last virtually the 
whole world was drawn into the conflict. 


THE GROWTH OF THE FOREIGN TRADE 


The Table of Progress on page 368 shows that our com- 
merce in the twentieth century was a most imposing affair. 
This was true both of the domestic and of the foreign trade. 
There were many reasons why the domestic trade should flour- 
ish. In the first place, during the first quarter of the twentieth 
century the increase of population gave the market thirty mil- 
lions of new consumers. Then, powerful agencies were work- 
ing together for the development of the home market in such a 
way that the largest possible amount of goods might be con- 
sumed ; splendid transportation facilities, a highly efficient tele- 
graph and telephone system, rural free delivery and a parcel 
post, chambers of commerce in almost every considerable city, 


-commercial education in high schools and colleges, advertising 


in an intense manner and on a large scale, banking and credit 

facilities of almost every description, Such: were some of the 

forces that operated to build up within the boundaries of the 
385 


The 
Domestic 
Trade 


A Turn- 
ing Point 


The Fed- 
eral Gov- 
ernment 
and 
Foreign 
Trade 


386 RISE OF AMERICAN COMMERCE AND INDUSTRY 


United States a trade that had a value which, by 1920, ex- 


ceeded the total value of the foreign trade of the whole world. 

But our domestic trade was by no means our sole reliance. 
In truth at the opening of the twentieth century we were be- 
coming deeply interested in the foreign trade. We were pro- 
ducing so much, our industrial efficiency had become so great, 
that we could more than supply the domestic demand, and we 
found that if our factories were to be kept running we must 
look abroad for markets. And here was a turning point in 
our economic history. About 1900 we began to reach out in 
new ways to secure a larger share of the foreign trade. 

In the development of the foreign trade the federal govern- 
ment lent a helping hand. We have already learned that in 
1903 a Department of Commerce and Labor was es*ablished. 
Ten years later, in order that commercial affairs might receive 
more particular attention the Department was divided into two 
executive divisions—a Department of Commerce and a Depart- 
ment of Labor. Within the Department of Commerce is the 
bureau of foreign and domestic commerce. The primary func- 
tion of the bureau in respect to foreign trade is to gather 
and give out practical data to enable American manufacturers to 
cultivate the markets of the world with the greatest possible 
effect. ‘“‘It is constantly watchful at many points in the current 
of commercial life. From the bazaars of Madras it transmits 
textile information to the mills of New England. From Bolivia 
it sends samples of hardware to be inspected by: the exporting 
houses of NewYork. On the farms of South Africa and 
Australia its agents investigate the prevailing types of agri- 
cultural machinery so they may bring that knowledge to the 
manufacturing enterprises in our Middle West. The repre- 
sentatives of the bureau penetrate to the remote regions of the 
earth, that the exporters of the United States may proceed 
intelligently, on a basis of definite facts, to the conquest of new 
fields.”* In addition to the services rendered by the bureau the 
interests of American trade are cared for in many ways by 
hundreds of consular agents scattered over the world. The 


Annual Report of the Secretary of Commerce, 1916, p. 58. 
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consul makes a special study of the economic conditions which 
prevail around him, learns what his district needs in the way 
of manufactured articles, and reports to the Government at 
Washington. 

The drive for new markets resulted in a success that was the 
outstanding feature of our economic history during the first 
quarter of the twentieth century. Our merchants went out into 
all parts of the globe with American goods and almost every- 
where a profitable market was found. Throughout the nine- 
teenth century our export trade had consisted chiefly of the 
products of the farm, of cotton and grain and foodstuffs, but 
now we were a great industrial nation and could enter the 
foreign market with factory-made articles of almost every 
description. In many lines we could undersell our competitors 
because our superior methods of large scale production enabled 
us to offer the goods at a lower price. We could sell sewing 
machines, typewriters, agricultural implements, and especially 
automobiles, anywhere in the world because in the manufacture 
of these things we had an advantage over every foreign com- 
petitor. That this success in the foreign market was introduc- 
ing into the economic life of the American nation a new factor 
of tremendous importance is shown by the figures which indi- 
cate the value of our export trade. (See Appendx 1, Tables 
6, 7 and 8). For nearly thirty years our exports were in excess 
of our imports, and once (in 1919) the excess was over four 
billions of dollars. By 1925 we had captured more than one- 
fifth of the world’s foreign trade and as an exporting nation 
had passed all our rivals. 

While our export trade was growing in this manner our 
imports also were growing larger and larger. This was to be 
expected; a nation that sells goods abroad in large quantities 
must also buy freely from the country in which it sells. Where 
the volume of foreign goods purchased is very large payment in 
cash is sometimes impossible for the simple reason that suffi- 
cient cash in some cases does not exist. For example, in 1920 
all the money in circulation in the whole world outside the 
United States would not have been enough to pay for the 
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goods we exported that year. What happened that year was that 
while we exported goods valued at about eight billions of 
dollars, our imports were valued at over five billions of dollars ; 

that is, the goods which we sold were paid for largely with the 
money received for the goods which we bought. And what hap- 
pened in 1920 happens every year; what we sell abroad is paid 
for largely with what we buy abroad. Accordingly, our import 
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trade during the first quarter of the twentieth century was an 
imposing affair because our export trade was so heavy. But 
the imports in most cases consisted of goods that were very 
much needed. For the United States economically regarded is 
not an independent, self-sustaining nation. We can get along 
without foreign grain, petroleum, cotton, coal, iron and copper, 
but foreign countries must furnish either all, or a large part 
of the raw silk, raw wool, tea, coffee, sugar, and rubber that 
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we consume and use. So our yearly bill for the necessary articles 
of foreign production is very large, the total value of the annual 
importations of the six commodities just mentioned being some- 
thing like a billion and a half of dollars. 


IMPERIALISM 


This expansion of the foreign trade of the United States 
occurred at the time when a wave of imperialism was sweep- 
ing over the world. For during the last years of the nineteenth 
century virtually all of the great nations were animated by the 
spirit of imperialism; they wanted to go out into the backward 
and undeveloped regions of the earth and secure land for the 
purpose of colonization and thus build up an empire beyond 
the seas. The imperialistic impulse was due chiefly to economic 
causes. The new machinery brought in by the industrial revolu- 
tion was producing goods in such enormous quantities that new 
markets had to be found and it was thought that Asia and 
Africa with their teeming population would furnish millions 
of buyers. In addition to the surplus of goods that was being 
produced there was accumulating a surplus of capital so large 
that the rates of interest were declining. So financiers as well 
as manufacturers began to look abroad for profitable invest- 
ments. “The economic tap-root,” says J. A. Hobson, “the chief 
directing motive of all the modern imperialistic expansion is 
the pressure of capitalistic industries for market, primarily 
market for investments, secondarily, market for surplus prod- 
ucts of home industry.” 

The countries in which the imperialistic movement was 
strongest were Great Britain, France and Germany. These 
nations pushed out into remote regions and took possession of 
new territory wherever they could get a foothold. Great Britain, 
having already established her rule in India, Australia, and 
New Zealand, acquired vast stretches of territory in Africa. 
France also spread her power over immense areas in Africa, 
for the great “dark continent,” which Livingstone and Stanley 
were then bringing into the light, was the rich prize of the 
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nations that were bent on expansion. Germany likewise par- 
ticipated in the expansion movement. In 1884 she entered the 
field of African colonization and soon there was a German 
East Africa and a German Southeast Africa. Thus at the open- 
ing of the twentieth century almost every great European nation 
was engaged in a wild scramble for new territory. 

It would be an incorrect use of language to say that the Uni- 
ted States also was a land-hungry nation and that it also engaged 
in this scramble, yet in the Presidential election held in 1900 it 
was made perfectly plain that our people were not averse to a 
policy of imperialism ; for by that time we had embarked upon 
such a policy, and it was approved by the voters. When the 
Spanish-American war was over the United States found itself 
in possession of Hawaii, Porto Rico and the Philippine Islands, 
while its relation to Cuba was such as to leave the destiny of 
that island largely in our keeping. In taking over these islands 
we stoutly asserted that “our conduct was not for territory 
or trade or empire,” but for the welfare of the people who 
lived on the islands. “The Philippines, like Cuba and Porto 
Rico,” said President McKinley, “were intrusted to our hands 
by the war and to that great trust under the providence of Ged 
and in the name of human progress and civilization we are 
committed.” 

However sincere such declarations might have been, it was 
nevertheless true that we had a covetous eye for the economic 
treasures of the new possessions. We saw that Hawaii could 
produce immense quantities of sugar and tropical fruits; that 
Porto Rico, besides being able to produce sugar and fruits, 
could also furnish large supplies of coffee and tobacco; that 
the soil of the Philippine islands was fertile and fit for the 
production of many kinds of desirable crops and that the 
trade of the islands was well worth having. Accordingly as 
soon as they were annexed we began to make good use of 
their natural resources and to share in their trade. At the time 
the islands were annexed our trade with them was insignifi- 
cant in volume; after annexation it began to grow and by 1920 
the total volume of what we sold to Hawaii, Cuba, Porto Rico 
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and the Philippines, and what we bought from them amounted 
to nearly two billion dollars, a volume of trade in itself almost 
equal to our entire foreign commerce in 1900. So looked at 
from an economic standpoint the acquisition of the islands was 
attended with a gratifying success. 

Hawaii and the Philippines being stepping stones to the 
Orient, one of the first results of the new policy was to bring 
us into closer trade relations with China, Japan, and the other 
countries of the Far East. At the time the Americans entered 
the Philippines most of the great European powers were in the 
Orient struggling for the trade of the populous empire of 
China, each nation seizing a portion of Chinese territory and 
marking out for itself around its holdings a certain area called 
a ‘‘sphere of influence” in which it claimed special commercial 
privileges. The United States seized upor no territory, yet our 
Government gave the European nations to understand that we 
did not propose to be shut out from the Chinese trade. Our 
secretary of state announced what came to be known as the 
Open Door policy. This, in effect, was a demand that all nations 
should have equal privileges of trade at the Chinese ports. 
Cur wishes in this matter were for the most part acceded to 
and our merchants were permitted to participate in the Chinese 
trade on an equal footing with other nations. 

While the new policy was carrying us further into the Far 
[ast, it was at the same time impelling us to build up our power 
in the Caribbean and to reach out more eagerly for trade with 
South America. In 1903 we acquired from Panama a strip of 
land across the Isthmus for the building of a canal, and be- 
fore many years had passed American capitalists, protected 
always by the American flag, had procured such a firm foot- 
hold in Nicaragua, Haiti and Santo Domingo, that they, like 
Cuba, had become little else than American protectorates. The 
Caribbean world—the “American Mediterranean’”—was rich 
in sugar, fruit, coffee and petroleum and its resources were de- 
veloped in a way that was new in its history. Its trade with the 
United States jumped from less than $200,000,000 in 1900 to 
more than $1,000,000,000 in 1919. So the new policy of im- 
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perialism, whether in the Orient or in the Caribbean, had the 
effect that it was intended it should have: it expanded and in- 
creased American commerce. 


THE ECONOMIC EFFECTS OF THE WORLD WAR 


faclationt Although imperialism might be good for trade, it was not 

a thing , good for the peace of the world. Too often commercial rival- 
ries end on the battle-field. Indeed it is often said that they must 
end there. Certainly the spirit of imperialism that had been so 
rampant between 1885 and 1914 had a great deal to do with 
bringing on the World War. And our own policy of imperial- 
ism, while it cannot be charged with having dragged us into 
that war, was nevertheless largely responsible for the position 
in which we found ourselves when the conflict began to rage. 
That position was one in which it was next to impossible to 
maintain the neutral course which was officially proclaimed at 
the beginning of hostilities. In our drive for new markets 
and in the expansion of our territory, we had been brought into 
touch with the other countries of the globe in so many ways 
that we could no longer hold ourselves apart from them; when 
their interests were touched ours also were touched. Had we 
been an isolated nation in 1914, we might have been able to 
have remained neutral to the end. But isolation having become 
a thing of the past, neutrality at last had to be abandoned, and 
in April 1917, we declared for war. 

The World ‘The effects of the World War began to be felt in the United 

War and 5 6 : 

Foreign States immediately after the fighting began and soon the whole 
economic structure was affected.t Foreign trade was completely 
demoralized. A “ring of iron” shut us out from our trade 
with Central Europe, while on the ocean American commerce 
was hampered and harassed by an effective and rigidly executed 
blockade. Our commercial troubles in fact were similar to those 
which arose a hundred years before when we were attempting 
to maintain neutrality between England and Francé (p. 134). 
with the change of a few names and dates, the letters prepared 


+The effect of the war upon transportation, labor and agriculture will be 
considered in subsequent chapters, 
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by Jefferson and Madison might almost pass for those pre- 
pared by Wilson and Bryan and Lansing. Now as then the 
passage of American goods was checked to the extent that 
Great Britain desired. Never before was the power of a navy 
in time of war exhibited on a greater scale or with greater 
results. We were not allowed, of course, to send our goods 
to the Central Powers, but we could send them, and did send 
them, to the Allies in immense quantities—munitions, food- 
stuffs, copper and other materials necessary for carrying on 
war. Our exports in munitions alone in 1916 amounted to 
nearly $500,000,000, while the total value of all American 
exports that year was over $4,000,000,000. As the war went on 
exports kept mounting and even after it was over they con- 
tinued to mount until 1920 when their value was the staggering 
sum of over $8,000,000,000. The flourishing trade after 1918 
was due chiefly to the fact that the war had left the industries 
of Europe in a paralyzed condition, and the warring nations 
were compelled to turn to the American market for the supplies 
they so much needed. On its import side foreign trade during 
the war also made gains, but they were by no means so impres- 
sive as those that were made by exports. Upon the whole the 
effect of the war upon our foreign commerce was to stimu- 
late it in a wonderful manner and to swell its volume and its 
value to proportions never before attained. 

Likewise the effect of the war upon American industry was 
profound and far reaching. To meet the growing demand of 
the foreign trade required extraordinary activity on the part of 
manufacturers and to make up for the loss of the millions of 
men who left the shops for the war cantonments and for the 
battle-fields of France required all the efficiency in production 
that could possibly be attained. Moreover, it was necessary to 
develop some new industries. For years we had relied almost 
entirely upon Germany to supply us with dyestuffs and dyes, 
with various lines of chemical goods, and with certain classes 
of optical instruments, but the trade in these commodities 
being interrupted by the war, we were thrown upon our own 
resources. To a large extent we were equal to the occasion. 
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Especially were we successful in the manufacture of dyes and 
dyestuffs. By bestirring themselves in the development of the 
new industries, by enlarging their plants, and by speeding up 
production in all possible ways, the manufacturers were able 
to meet the demands of the hour. To do this it was necessary 


for them almost to double the output, for the factory value - 


of manufactured products rose from $23,987,000,000 in 1914 
to $43,653,000,000 in 1921. 

In currency matters too, the influence of the war was felt 
in a striking way. To understand what happened, it will be 
necessary to review our monetary history after the passage 
of the Gold Standard Act (p. 360). Under the workings of 
that law currency matters moved along smoothly enough until 
1907 when there was precipitated in New York a panic which 
spread to other parts of the nation and resulted in many busi- 
ness failures and much unemployment. The trouble began when 
the depositors of two great banks became frightened and with- 
drew their deposits. The banks in question had a solid founda- 
tion, but they had no means of availing themselves quickly 
of the credit that was at their command and thus securing the 
funds necessary to meet the demands of the depositors. In order 
to provide temporary means for making the supply of currency 
more flexible, Congress in 1908 passed the Aldrich-Vreeland 
Act, which authorized national banks to issue emergency notes 
in times of financial stress. This act, however, was intended to 
be only a makeshift measure, and by its own terms it was to 
expire in IQI4. 

By the time the Aldrich-Vreeland Act had expired Congress 
had passed (in 1913) the Federal Reserve Act. The purpose of 
this, the most remarkable perhaps of all our currency laws, 
was, first, to bring about a more even diffusion throughout the 
country of the money that was already in circulation; second, 
to make from time to time such changes in the existing volume 
of currency as the conditions of trade might require; and third, 
to give the Government a larger control over the operations 
of the banking system. 

For the accomplishment of the first of these objects the 
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United States was marked off geographically into twelve dis- 
tricts and in one of the cities oi each district there was estab- 
lished a federal reserve bank, the cities chosen for the location 
of the banks being, Boston, New York, Philadelphia, Cleve- 
land, Richmond, Atlanta, Chicago, St. Louis, Minneapolis, 
Kansas City (Missouri), Dallas and San Francisco. The 
members and owners of a federal reserve bank are the hundreds 
of national banks (p. 265) within the district, and such state 
banks and trust companies as may wish to become members 
under the conditions laid down by the law. A federal reserve 
bank, therefore, is a bank of banks; both its depositors and its 
borrowers are the member banks within the district. It is 
called a reserve bank because there is deposited in its vaults a 
certain specified portion of the reserve fund which the member 
banks are required by law to keep in their possession for the 
safety of their depositors. Before 1914 a very large portion of 
the reserves of banks flowed into a few great financial centers 
and there was a harmful congestion of money in those centers, 
but under the new system such congestion was prevented be- 
cause the reserve funds of the banks of a given district were 
to be kept within the boundaries of that district. Yet under 
certain conditions reserves may flow, or as we might say, may be 
piped, from one district to another, for if the reserve banks 
in one part of the country need money, they can borrow it from 
reserve banks in another part. The reserve banks therefore 
are great reservoirs, in which are pent up the credit resources 
of many thousands of banks, and from which credit can be 
caused to flow to such places as are in the most need of 
money. 

For the accomplishment of the second object, the federal 
reserve banks were given the right to issue Federal Reserve 
notes whenever there is a shortage in money. These notes are 
redeemable in gold when presented at the Treasury in Wash- 
ington and are secured not by bonds, as in the case of national 
bank notes (p. 264), but by a gold reserve equal to 40 per 
cent of the face value of the note plus an amount of approved 
commercial paper (for example, the promissory notes of a 
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reliable business concern) equal to 100 per cent of the face 
value. The notes issued by a federal reserve bank are given to 
the member bank which borrows them while the commercial 
paper against which the notes are issued is held in trust for 
the Government by an agent of the federal reserve bank. 


When the borrowing bank settles its account it receives back 


the commercial paper (that is the promissory notes). The re- 
serve bank notes which were issued against this commercial 
paper may, when they come back to the bank issuing them, be 
withdrawn from circulation and, if business is bad or if a 
shortage of money no longer exists, they are likely to be so 
withdrawn. Thus the volume of federal reserve notes expands 
or contracts with the needs of business. 

For the accomplishment of the third object, the federal 
reserve banks were placed under the complete control of the 
Federal Reserve Board, which consists of the Secretary of the 
Treasury, the Comptroller of the Currency, and six members 
appointed by the President. The power of the Board is very 
great, for it not only directs the whole policy of the federal 
reserve system but determines in a general way the amount 
of currency that may be issued by the federal reserve banks. 

The first real test of the new system came when we went to 
war with Germany in 1917, and when the Government had to 
conduct its financial operations on a prodigious scale. The 
appropriations made during the first session of the Congress 
which declared the war amounted in all to more than 
$21,000,000,000 and by the time the war was over more than 
$30,000,000,000 had been appropriated for meeting its ex- 
penses. By far the greater part of this money had to be bor- 
rowed. Four Liberty Loans were floated, ranging in amount 
from $2,000,000,000 to $6,000,000,000. Just after the war ended 
a Victory Loan of $4,500,000,000, was floated. The bonded 
debt of the nation had now amounted to the staggering sum of 
$25,000,000,000. In the floating of these loans and in the supply- 
ing of additional volumes of currency that must be had at 
once the federal reserve banks were the mainstay of the Govern- 
ment. By working harmoniously with each other and with the 
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thousands of national banks, State banks and trust companies 
that belonged to the system, they succeeded in exploiting the 
banking resources of the nation in a manner that fortified the 
credit of the Government and made it possible for it to borrow 
all the money it needed. Moreover, they issued nearly 
$2,000,000,000 of federal reserve notes. This was additional 
currency that was needed for carrying on the war. But these 
notes were not paper, pure and simple, like the greenbacks of 
the Civil War (p. 263); they were notes that passed at their 
face value because they were redeemable in gold. So in the 
first severe test to which the new system was put it showed 
its usefulness and its strength, and it is the judgment of 
financiers that it will continue to be a good servant of the 
business world. We may have, and doubtless shall have, panics 
in the future, but it is not expected that we shall ever have 
another money panic. For considered as an agency for increas- 
ing the supply of money the Federal Reserve System is the most 
ingenious device ever conceived by the wit of man, and most 
probably it will always be able to avert any disaster that may 
seem to be imminent owing to a shortage in the currency. 
The federal reserve notes continued to be issued in a very 
free manner after the war was over, and by 1920 they had 
reached the sum of nearly $3,500,000,000, and had brought the 
per capita circulation up to $52.11.2 The currency was now in 
a highly inflated condition, and the inflation was helping to 
keep up the high prices which had been produced by the war, 
for after currency inflation has once set in, the more plentiful 
money becomes the cheaper it becomes and the less it will buy: 
that is, when inflation sets in prices begin to rise. But there 
were other causes besides inflation that operated to raise prices 
after the war began, and to keep them up after it was over. 
For one thing the simple law of supply and demand caused 
them to rise. During the war Europe was calling for larger 
and larger quantities of foodstuffs and munitions, and when 
1In 1926 the member banks of the federal reserve system numbered nearly 
10,000 and controlled about two-thirds of the banking reserves of the country. 


2In the greenback days (p. 282) the wildest advocates of a greenback currency 
had never demanded a per capita circulation of more than $50. 
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peace came she still wanted, as we have already learned, the 


goods of our factories. For another thing, after we entered - 
the war, our army required supplies of almost every description 


in quantities sufficient to meet the needs of 4,000,000 men. 
Then, in too many cases men, taking advantage of war con- 
ditions, charged more for their goods and their services than 
was consistent with fairness and honesty, and the effect of this 
“profiteering” upon prices was to raise them. After the war 
was over the people indulged in an orgy of extravagant living 
and for nearly two years extravagance and wasteful habits 
assisted in the upward movement of prices. So what with an 
inflated currency, an abnormal market, profiteering sellers, 
and extravagant buyers, prices, already rising in 1914 (p. 
381), began after that date to soar. Their upward flight was 
continued until 1920 when the level price of commodities 
was on an average 172 per cent higher than it was in 1913. 
That is to say the cost of living in 1920 was more than two 
and a half times as great as it was in 1913. 

But prices by 1920 had reached their peak. The later months 
of that year and the entire year of 1921, was a time of depres- 
sion and one of the results of the hard times was to force prices 
down. The industrial collapse of 1921 was due in part to a 
falling off in the purchases made by our own people, who were 
now giving up some of their extravagant habits; and in part 
to a sudden currency deflation caused by the disappearance 
from circulation of nearly $1,000,000,000 of the federal re- 
serve notes. This meant that the federal reserve banks had 
called upon member banks to pay the debts they already owed 
and had made it difficult for member banks to secure new loans: 
that is, it meant that there had been a restriction of credit 
all along the line. While the setback to industry was quite 
general, it was only the farmer, as we shall learn hereafter 
(p. 452) who was hit very hard and who suffered very long. 
Outside of the agricultural districts the depression of 1921 
was not very serious and it soon ran its course. By the middle 
of 1922 prosperity began to revive and by 1925 the recovery 
was complete. “Considered as an entirety,” said an official report 
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of the Department of Commerce, “the industry and commerce 
of the United States during 1925 reached the highest levels 
ever attained in our history, not even excepting the years of 
abnormal war activity.” 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. In what way is the radio used as an economic force? Could it be 
used as a force for building up monopoly? Give reasons why the federal 
government is the only agency that can regulate the use of the radio? 
Has that government attempted such regulation? 

2. What was the total value of foreign trade in 1900? in 1914? (Table 
6.) How do you explain this growth? In what year in our history was 
the production of steel at its peak? In what year copper? (Tables 11 
and 14.) Explain. 

3. In what year did the value of our exports first exceed 
$1,000,000,000? In what year did our imports first exceed that sum? 
In what year were our exports at their peak? Why? 

4. In a given year, say 1900, what is the ratio of the total value of 
our foreign commerce to the total value of our domestic commerce? 
(Test the ratios for the years 1870, 1880, 1890, 1910, 1920.) 

5. If we should lose all our foreign trade what effect would the loss 
have upon our agriculture? Upon our manufactures? (Tables 8 and 9.) 

6. In the history of our manufactured exports what class of commodi- 
ties has taken the lead for more than 40 years? (Table 8.) 

_ 7. What State leads in the value of its exports? (Table 19.) Of what 
do these exports chiefly consist? 

8. Are the Philippines a source of economic gain to the United States? 
If we should give them their independence would we suffer economic 
loss? 

g. In what way did the “old imperialism’— the imperialism of the 
seventeenth and eighteenth centuries—differ from the “new imperial- 
ism”, that is, from the imperialism of the last years of the nineteenth 
century ? 

10. What important effects did the World War have upon our eco- 
nomic life? 

11. Examine a national bank note, a federal reserve note, a United 
States note, a gold certificate and a silver certificate and explain the 
manner in which the face value of each of these kinds of currency is 
guaranteed. 

12. Imperialism: Lingley, 401-427. 

13. The Guardianship of the Caribbean: Ogg 246. 

14. World Trade and the New Imperialism: Faulkner, 618-651. 

15. The Panama Canal: Haworth, 300-309. 

16. The Currency Problem and the Federal Reserve System: Van 
Metre, 578-587. 
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TWENTIETH CENTURY TRANSPORTATION AND 
ITS. PROBLEMS 


Men around the world shall fly 
In the twinkling of an ey 
—Mother Shipton’s Pei Noe (about 1550). 


The achievements described in the last two chapters required means 
of communication of the highest order of excellence. In no field of 
endeavor was there greater activity than in transportation matters. On 
land, on water, and in the air there was progress, and the changes 
wrought were so great and so many that by 1925 men looked around 
them and beheld a transportation scene strangely different from that 
which presented itself to the eye at the beginning of the century. 


RAILROADS AND RAILROAD CONTROL 


By the end of the nineteenth century the country was so 
fully supplied with railroads that need for new lines was not so 
pressing as it had been between 1870 and 1890. Railroad con- 
struction, therefore, proceeded more slowly after 1900, the 
annual increase of the mileage between that date and 1915 
being considerably less than 4,000 miles. After 1916 there was 
practically no increase at all, the mileage in 1926 being about 
the same as it was ten years before. Although construction 
was not carried forward very rapidly the efficiency of the exist- 
ing roads was greatly increased. Road beds and tracks were 
relaid; immense curves were straightened; bridges were made 
stronger and safer; larger and heavier cars and locomotives 
were used; automatic block signals and other safety devices 
were employed. With these improvements the carrying capacity 
of the roads was so far increased that the total of the freight 
carried one mile moved up from about one billion tons in 1900 
to about two and a half billion tons in 1923. Thus, while the 
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mileage was increasing 30 per cent, the carrying capacity of the 
roads increased 150 per cent. 

While the railroads were thus growing in efficiency, they 
were being consolidated on a scale hitherto unknown. Con- 
struction of new lines might cease, but consolidation of the 
old lines went on, for in transportation matters as well as in 
industry combination was the order of the day. Of the earlier 
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railroad systems formed by consolidation (p. 324) there was 
only one which in 1898 had as much as 10,000 miles of line. By 
1906, of the total mileage (228,000) 176,000 miles had been 
brought under the control of seventeen group systems. Of 
these the five most important were (1) the Vanderbilt group, 
operating chiefly in New York and along the Great Lakes, and 
controlling 21,000 miles; (2) the Pennsylvania system, serving 
the Middle Atlantic States and much of the region lying north 
of the Ohio and east of the Mississippi, and controlling 20,370 
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miles; (3) the Hill group serving the Northwest as far as the 
Pacific and controlling 21,000 miles; (4) the Gould group 
serving the southwest as far as the Pacific and controlling 
about 17,000 miles; and (5) the Morgan group serving New 
England and a large area of the South and controlling about 
17,000 miles. The consolidation was brought about in some 
cases by the direct purchase of smaller companies by larger 
ones, and in other cases by organizing the systems as holding 
companies (p. 323). In effecting a consolidation, railroads in the 
eyes of the law stood on the same footing with the industrial 
concerns: they must do nothing contrary to the Sherman Anti- 
Trust Act. And the practical operation of that Act in respect to 
the railroads was the same as we have seen that it was in respect 
to the industrial concerns: it did virtually nothing in the way of 
preserving competition. By 1903 railroad transportation from 
one end of the country to another was a monopolized affair. 

In the meantime abuses in railroad management continued. 
Too often the reorganization of a railroad corporation resulted 
in putting immense sums of money into the private pockets of a 
few favored directors. Then over-capitalization was still in- 
dulged in. In the reorganization of the Chicago and Alton 
Railroad (in 1898) the capitalization of the new company 
showed an increase of about $63,000,000—‘“water”’ upon which 
the public was compelled to pay interest in the form of freight 
and fares. Nor had the bad practice of discriminating between 
shippers ceased. In 1906 the Commissioner of the Bureau of 
Corporations (p. 378) declared officially: “The Standard Oil 
Company has habitually received from the railroads, and is 
now receiving secret rates and other unjust and illegal dis- 
criminations.” Worse than all, freight rates were pushed to 
levels which in many cases were excessively high. For these flag- 
rant abuses existing law provided no remedy, the Interstate 
Commerce Act, like the Anti-Trust Act, having become an 
almost lifeless thing (p. 332). 

The century was not far advanced before the people began 
to clamor for railroad reform. In 1903 Congress passed the 
Elkins Act forbidding railroads to grant rebates to favored 
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shippers, but this was a half-hearted measure which provided 
no solution of the railroad problem. By 1906 the demand for 
real railroad reform had become so strong and insistent that 
Congress was compelled to take action. After a long and ex- 
ceptionally able debate, and in the face of the opposition of 
the most powerful railroad lobby that ever gathered in Wash- 
ington, the Rate Law of 1906 was passed. The underlying 
purpose of this act was to strengthen the arm of the Interstate 
Commerce Commission by clothing it with power to fix 
railroad rates. The new law gave the Commission, upon the 
complaint of an interested shipper (or passenger), the power 
to do away with the rate that it regarded as unjust or un- 
reasonable, and to fix a new rate that it regarded as just and 
reasonable. The law broadened the term “common carrier” 
so as to bring under the power of the Commission not only rail- 
roads but express companies, sleeping-car companies, and pipe- 
lines carrying oil. It also prohibited railroads from engaging 
in the business of mining iron or coal, or producing commodi- 
ties that they were accustomed to carry as freight. This “com- 
modity clause,” however, was rendered ineffective (in 1908) 
by a decision of the Supreme Court. In one respect this was a 
notable statute: it was the first law to give an express grant 
of the rate-making power to an agency of the federal govern- 
ment. Otherwise the act of 1906 had little or no claim to dis- 
tinction. 

By 1910 experience had demonstrated the weakness of the 
Rate Law of 1906. It had been found that although the Com- 
mission had power under the law to reduce a rate upon the 
complaint of a shipper, a very long time must elapse before 
an order for a reduction could be carried out, and that during 
the period of delay the shipper must continue to carry the 
burden of an unreasonable rate. So in 1910 Congress put teeth 
into rate regulation. It gave the Interstate Commerce Commis- 
sion power to make investigations of its own, and when it 
found certain rates unjust, to change them, even though shippers 
had made no complaint. Moreover, by the law of Ig10 new 
rates might be suspended in their operation by the order of 
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the Commission, and if, upon investigation, the new rates 
were found to be unjust and unreasonable, they could not go 
into effect at all. So by this law the Commission was given 
very great power over rate-making; it could not only change 
an existing rate, but if it thought wise to do so could prevent 
a new rate from going into effect. In the original bill there was 
a clause forbidding issues of railroad stocks and bonds unless 
approved by the Commission. This was a provision of the ut- 
most importance, for many of the evils attending railroad man- 
agement grew out of the unwise and unregulated issuance of 
stocks and bonds. But the proposed reform was strangled ; 
the clause relating to the regulation of bond issues was stricken 
out in the Senate. 

The Rate Law of 1910 proved to be highly effective. Under 
its workings the railroads for the first time in their history 
were made to feel that the hand of government was on them, 
and that the regulation of their affairs had at last become a 
reality. The normal administration of the railroads under the 
new order, however, was interfered with during the World 
War. In the summer of 1916 the railway engineers, firemen, 
conductors and trainmen numbering more than 400,000, de- 
manded the eight-hour day, threatening a strike that would tie 
up the whole transportation system of the country if it were not 
granted. In order to avert the impending strike a measure was 
introduced in Congress providing for the eight-hour day and 
within one hundred hours after its introduction the bill known 
as the Adamson Law, had been passed and signed by the Pres- 
ident. The pressure exerted by the railroad brotherhoods re- 
sembled duress so strongly that a cartoonist was led to hit off 
the situation by representing a labor leader holding a stop- 
watch over Congress and demanding the immediate passage of 
the bill. Loud and angry protests followed the passage of the 
Adamson Law, yet as a piece of legislation it harmonized very 
well with an eight-hour movement which at the time was sweep- 
ing over the country and affecting almost every industry. 

Before we entered the war industry and commerce were 
being seriously hindered because of the congested traffic on 
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the railroads and by the end of 1917 conditions had become so 
bad that war activities were being interfered with. Accordingly, 
the Government, acting under the authority of a law passed in 
1916, issued an order assuming full control of the railroads. 
Over 400 separate corporations, 650,000 shareholders, 260,000 
miles of road, property valued at $17,500,000,000, and about 
1,600,000 employees were affected by this order. While under 
the control of the Government the railroads failed to meet ex- 
penses and in some other respects were not very well managed. 
This unfortunate war-time experience was often pointed to as 
being a good illustration of what would happen if a policy of 
permanent public ownership should be adopted. This kind of 
criticism, however, was wide of the mark. The railroads were 
badly run down when the government took them over and im- 
mense sums had to be spent for their physical betterment; the 
wages of the employees had to be raised in order to meet the 
mounting cost of living; the demands of the war in the way of 
moving troops and military supplies were abnormal but they 
were urgent and had to be met whatever might be the cost. 
Moreover, the management was unsympathetic. The roads for 
all practical purposes were, and, in the nature of the case, had 
to be, in the hands of the very men who had been the execu- 
tive officials of the railroads before they were taken over and 
it could hardly be expected that these executive officials would 
be very friendly to anything that smacked of public ownership. 
Conditions, therefore, were such that a test of the merits of 
public ownership was out of the question. Our war-time ex- 
perience with the railroads taught nothing whatever about the 
subject of government ownership—nothing in favor of it, noth- 
ing against it. 

When peace came the owners of the railroads asked that 
their property be returned to them. This was done when Con- 
gress passed the Transportation Act of 1920. By this law the 
power of the Interstate Commerce Commission was greatly 
enlarged. It could now establish not only maximum rates, but 
also minimum rates; that is, it could establish an absolute rate. 
If, under the rates fixed by the Commission, any railroad should 
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earn an income in excess of 6 per cent of the value of its 
property, it was provided by the law that the excess 
amount should be divided equally between the railroad 
and the Commission, the excess fund to be loaned 
to the weaker roads. Another provision of the Act 
gave the Commission power to regulate bond issues and the 
capitalization of the road, a power that it ought to have had 
from the beginning. Also the Commission was authorized to 
work out plans for the consolidation of the roads into not less 
than twenty nor more than thirty-five systems, though the con- 
solidations proposed by the Commission were not to be com- 


pulsory. 
The Rail- One other important feature of the Transportation Act of 
Labor 1920 was the creation of a Railroad Labor Board, whose duty 
oar 


was to attempt the settlement of disputes between the railroad 
owners and the employees. It will be remembered that as far 
back as 1888, Congress began to deal with this problem (p. 
342). In 1898 the useless law passed ten years before was 
repealed, and in its place the Erdman Act was passed. This au- 
thorized the chairman of the Interstate Commerce Commission 
and the Commissioner of Labor to endeavor to bring together 
the employers and employees of any railroad threatened with 
a strike and if possible to effect an immediate and peaceful 
settlement of the dispute. For eight years this act was not 
brought into use but between 1908 and 1913 it was frequently 
invoked for the settlement of disputes and in the majority of 
cases it worked very well. In 1913 the Erdman Act was super- 
seded by the Newlands Act, which provided for a formal 
Poard of Mediation and Conciliation. This board for several 
years rendered useful service, but when in 1916 it failed to 
settle the great strike that was threatened that year, and that, 
as we have just learned, had to be settled by Congress, it be- 
came plain that the Newlands Act had broken down. Accord- 
ingly, in 1920, the Board of Mediation and Conciliation was 
allowed to pass out of existence and the Railway Labor Board 
was set up in its place. But hardly had this board been organized 
when it was called upon to prevent a difficult strike situation, 
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and by 1922 it too had demonstrated that it was unable to settle 
disputes between the railroads and their employees. 

Accordingly in 1926, the Railroad Labor Board was abol- 
ished and in its place a Federal Board of Mediation, consisting 
of five members to be appointed by the President was created. 
The duty of this board is not to hand down decisions as to 
wages, but to aid in bringing about voluntary agreements be- 
tween the railroad workers and their employers. If such agree- 
ments cannot be reached the Board of Mediation is required to 
make an effort to induce employers and employees to consent 
to arbitration. If this consent is refused the Board must notify 
the President, who thereupon may, if he sees fit to do so, cre- 
ate an emergency board to investigate and report to him. In all 
the previous laws the element of compulsion was absent— 
neither employers nor employees were compelled to come to an 
agreement—and likewise in this the last word of Congress upon 
the subject the element of compulsion was still absent: a dis- 
pute could only be settled by the voluntary agreement of both 
parties. How the new law would work nobody of course could 
foresee, but since both the railroad owners and their employers 
were generally in favor of the act there was promise of its 
successful operation. 


GOOD ROADS AND AUTOMOBILES 


Although the railroads were the backbone of the transporta- 
tion system the century was not far advanced before they began 
to feel more and more the effects of a competition that was 
due to an ever increasing number of good roads. Throughout 
the nineteenth century highway construction in the United 
States was shamefully neglected and up to the end of that 
century the American people hardly knew what a good road 
was. About 1900, however, we began to give some attention to 
road-building and before many years passed there was an ac- 
tive interest in highway problems throughout the country. In 
State after State road affairs to a greater or less extent were 
taken out of the hands of the local governments and placed 
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under the control of the State authorities. As the good roads 
movement grew in popular favor the money spent by the States 
for highways grew larger and larger, running in some cases 
into many millions of dollars. In a great number of States 
there were created State Highway Commissions, whose duty 


m: 


was to supervise the highways of the state, and promote road 


construction in all its phases. In some States the Highway Com- 
mission not only codperated with the local authorities in the 


A Highway Before Improvement. 


matter of highway construction, but in addition constructed 
outright a system of State roads, the network of the State sys- 
tem in some instances consisting of several thousand miles of 
highly improved roads. 

In 1916—a memorable year in the history of American trans- 
portation—Congress imparted a powerful stimulus to the good 
roads movement when it passed the Federal Aid Road Act. 
Under this law and under the Federal Highway Act of 1921 
appropriations are made by Congress for highway improvement 
throughout the nation, The money thus appropriated is divided 
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among the forty-eight States, each State receiving a sum appor- 
tioned in the following manner: one third in the ratio that the 
population of each State bears to the population of all the 
States ; one third in the ratio that the area of each State bears 
to the area of all the States; and one third in the ratio that 
the mileage of rural-delivery routes and star routes in each State 
bears to the total mileage of rural-delivery routes and star 
routes in all the States. As a condition of receiving its portion 


The Highway After Improvement. 


of the federal appropriation, each State must spend out of its 
own treasury every year as much money as it receives from the 
national treasury, and must maintain a State Highway Com- 
mission with which the federal government may cooperate. 
Thus after 1916 State and nation worked together with the 
result that the mileage of good roads in every State was rap- 
idly increased. By 1927 nearly a half a million miles of road 
had been improved with some form of surfacing and consid- 
erably more than a billion of dollars were being annually spent 


on road construction. 
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The driving force behind the good roads movement was the 
automobile, for without good roads the benefits of this remark- 
able invention are small. For some years the United States 
lagged behind other nations in the matter of automobiles and 
as late as 1903 the automobile industry was in an experimental 
stage. But this was not to continue long. By 1910 the experi- 
mental stage had been passed and the production of motor 
vehicles was becoming an important feature of American in- 
dustry. The industry thrived chiefly because our manufacturers 
availed themselves of the best methods of large-scale produc- 
tion. This efficiency in manufacture enabled them to supply at 
reasonable rates a domestic demand that was all the time grow- 
ing larger. And efficiency in production also enabled them to 
go into foreign markets and beat down competition. So in al- 
most every direction the new industry met with encouragement: 
an ever-increasing mileage of good roads, unsurpassed facil- 
ities of production and a market that was world-wide in its 
extent. Taking advantage of these favorable conditions our 
manufacturers not only built up the greatest automobile in- 
dustry in the world but actually placed that industry at the 
head of American manufactures. In 1925 the value of the out- 
put of motor vehicles in the United States was $3,372,000,000, 
while the number of motors manufactured that year was 4,- 
157,830. The United States now had over 80 per cent of the 
motor vehicles in the entire world. Moving about on our streets 
and roads were 17,500,000 passenger cars, 2,400,000 trucks, 
80,000,000 busses and 140,000 motor cycles. Vehicular traffic 
was increasing at such a rate that it seemed that all America 
would soon be upon wheels. 

The effect of injecting into the transportation system this 
new and mighty factor was far-reaching and profound. For 
carrying goods short distances the motor truck was more effi- 
cient than the old-time cart or wagon, while the passenger auto- 
mobile was so swift and comfortable that men willingly said 
good-bye to the horse. To the countryside especially were the 
new machines a boon. With his truck the farmer could move 
his crops cheaply and conveniently, while with his passenger 
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car he could save hours of valuable time. The city man prized 
the automobile not only because of the pleasure it gave and the 
quick trips that could be made, but because with a car one 
could have a home far out in the suburbs or in a nearby town 
or village. In the very largest cities, however, the new vehicles 
did not prove to be an unmixed blessing, for they produced a 
congestion in traffic that grew worse and worse. According to 
the reports of the National Conference on Street and Highway 
Safety an investigation of the traffic conditions in a city with 
a population of about 175,000 indicated that in 1926 traffic con- 
gestion was costing the community $35,000 a day, while in 
another city of about twice that size the cost was $100,000. 
A prominent traffic research specialist estimated that the de- 
lays in vehicular traffic cost $1,000,000 a day in New York City 
and $600,000 a day in Chicago. In one city it was discovered 
that it cost as much to deliver potatoes from the freight station 
‘to the consumer as it did to transport them thousands of miles 
by rail, the high cost of the local transportation being due 
chiefly to delays caused by congestion in traffic. So in the matter 
of traffic congestion alone, the automobile brought to the front 
a new and serious economic problem. And it brought other 
serious problems to the front. Its toll of death and accidents 
was sickening. The hurricane disaster in Miami in 1926 caused 
a thrill of horror through the entire world, yet every week au- 
tomobiles kill and injure more people than were killed and in- 
jured by that dreadful hurricane. Every month they kill and 
injure a great many more than were killed and injured on the 
American side in all the fighting of the War of 1812. Then the 
automobile proved to be an efficient ally of the criminal, es- 
pecially of the bootlegger and the bandit. With its aid it 
became an apparently simple matter to commit a robbery in 
broad. daylight and effect a successful escape. One of the ac- 
cusations, therefore, laid against the automobile was that it 
was largely responsible for the spread of crime. So it had to 
be admitted that society was paying a tremendous price for 
the benefits which came with the new and wonderful vehicle. 
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AVIATION 


While vehicles on the land were increasing in number by 
the millions and crowding the streets and roads almost to the - 
point of saturation, the sky also was becoming a scene of 
transportation. Aviation in the United States began to receive 
serious attention in 1896 when Professor Langley of the Smith- 
sonian Institution, with a flying-machine driven by a small 
steam-engine, made a flight of about three-fourths of a mile 
over the Potomac River near Washington. In 1903 Messrs. Or- 
ville and Wilbur Wright of Dayton, Ohio, constructed an aero- 
plane which made a successful flight 852 feet. Two years later 
an aéroplane of the Wright brothers made a flight of 24 miles. 
After this, interest in flying machines grew more intense, with 
the result that by 1910 aviation had reached a pitch at which 
long aérial flights were made with some degree of safety. 

By 1914 aviation had so far developed that when the World 
War came the airplane could be brought into use as an instru- 
ment of destruction. Soon after the United States entered the 
war Congress made immense appropriations for the manufac- 
ture of aircraft, but for one reason and another the money 
brought no important results. Interest in aviation, however, was 
greatly stimulated by the war and after it was over our Gov- 
ernment, like the government of almost every other nation, took 
up the subject of aéronautics in earnest, with the view of in- 
creasing the efficiency of the flying-machine as an instrument 
of warfare. At the same time experiments were made with 
the purpose of using the airplane in the transportation of mails. 
The air-mail service had made such progress that by 1925 its 
planes were able to cover a total distance of 1,681,000 miles in 
day-flying, and 839,000 miles in night-flying, with but one fatal 
accident. 

By this time Congress was ready to lend a helping hand in 
the promotion of commercial aviation on a large and compre- 
hensive scale. In 1926 it passed the Air Commerce Act, au- 
thorizing the Secretary of Commerce to designate the air routes 
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in which commercial machines might fly, to inspect and register 
airplanes, to license pilots and, above all, to provide aids to 
aérial navigation. Since the underlying purpose of the act was 
to promote commercial aviation, its passage was of especial in- 
terest to many aviation enthusiasts who believed that the day 
was not far distant when transportation of freight and pas- 


sengers through the air would be accepted as a commonplace 
affair of every-day life. 
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WATER TRANSPORTATION 


Upon the water there were no such remarkable developments 
as could be seen on the land and in the sky; yet even in water 
transportation there was notable progress. But the progress 
was not in every direction. Upon the rivers, especially upon 
those in the interior, traffic continued to suffer, as it suffered 
before the Civil War (p. 243), on account of fierce competition 
with the railroads. Between 1911 and 1922, the total tonnage of 
freight carried on the Ohio river fell from eleven to six mil- 
lions of tons. On the Mississippi river the steamboat business 
fell off. On the Great Lakes, however, traffic continued to in- 
crease in volume as it was increasing at the time of the Civil 
War (p. 247) and by the opening of the twentieth century it 
had reached immense proportions. Westward on the lakes were 
carried great shipments of coal, while on the return trip to the 
East the cargoes consisted of grain, flour and lumber, and es- 
pecially of iron ore and copper from the Lake Superior region. 
The tonnage of freight carried on Sault Ste. Marie Canals rose 
from 25,000,000 in 1900 to 91,000,000 in 1923. To meet the 
demands of the Lake trade there was built up a merchant ma- 
rine the total tonnage of which went up from 1,500,000 in 1900 
to 2,500,000 in 1924. 

Canal traffic, like river traffic, declined, and for the same 
reason; it could not compete with the railroads. Thousands of 
miles of canals built in the nineteenth century were abandoned 
and the structures were allowed to decay. Even the Erie Canal 
failed to hold its own against the railroads. For some years 
after the Civil War the traffic on this watercourse continued to 
grow, but about 1880 it began to decline. In order to hold the 
traffic the canal tolls were at first reduced and at last abolished 
entirely. As a further attempt to save the traffic, the people in 
New York in 1903 voted $100,000,000 to be spent: in widening 
and deepening the Erie, Oswego and Champlain Canals and 
subsequently another hundred millions was spent. But in spite 
of these measures canal traffic on the Erie shrank in volume 
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until at last the great waterway which had once been the jugular 
vein, as we might say, of American commerce, declined almost 
to the point of utter insignificance. And what was true of the 
Erie was true of canals all over the country. By 1925 canal 
traffic in the United States was no longer an important factor 
in the transportation system. 

This could not be said of the Panama Canal, for that water- 
way by 1925 had become an important factor in the transpor- 
tation system of not only the United States but of the entire 
world. The American people began to see the importance of a 
canal across the Isthmus during the rush to California, and the 
building of one was made the subject of a treaty between the 
United States and Great Britain in 1850. In this Clayton-Bulwer 
Treaty it was agreed that if the United States should undertake 
to build an isthmian canal, England would have to be a party to 
the undertaking. But as time went on public opinion in the 
United States became more and more insistent on a demand ex- 
pressed by President Hayes when he declared in 1880 that the 
policy of this country was a canal under American control. 
When we entered upon our policy of expansion it seemed that 
an interoceanic canal was almost a political and commercial ne- 
cessity and public sentiment demanded one that should be ex- 
clusively ours. Accordingly in 1901 the old treaty was done away 
with and one was made that acknowledged the exclusive right 
of the United States to build, operate, and maintain an isth- 
mian canal, the only important limitation being that the canal 
should be open to vessels of all nations ‘“‘on terms of entire 
equality.” Plans for building the Canal were taken up by Presi- 
dent Roosevelt and were pushed forward with great vigor. In 
1906 the actual construction of the Canal began, and in 1915 it 
was completed and opened to the ships of the world. 

Considered as a feat of engineering the Panama Canal was 
one of the most remarkable events in the history of transpor- 
tation. As an agency of commerce it was bound to be of ines- 
timable value, for it saved to the ships of all nations the long 
journey around Cape Horn. It greatly reduced the cost of 
transportation between places on the Pacific Coast and the At- 
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lantic seaboard, and thus promoted the growth of a larger 
coastwise trade. Moreover, our outside commerce was benefited | 
by the canal for it brought our Atlantic ports into closer com- — 
munication with those of Asia and thus gave us an advantage 
over our European competitors. The number of commercial 
carrying vessels passing through the canal steadily increased, 
the count in 1925 being more than 5,000. It seemed, too 
that the canal, considered as a financial undertaking, would be 
a success, for its revenues in 1925 were greater than its ex- 
penses by nearly $3,500,000. 

The Col- While American shipping at the opening of the twentieth 


lapse of : rs 
the Amert- century was in a healthy condition on the Great Lakes, and 


cea along the two seaboards, out on the ocean it was in a state 
Marine of decline. For after our merchant marine fell from its high 
estate during the Civil War (p. 259) no strenuous efforts were 
made to revive it. With the coming of the industrial age it 
seemed that we were no longer a sea-minded people. “The 
clipper ships had gone; the hardy New England mariner, who 
and whose father and grandfather before him had sailed the 
seven seas, and braved the fiercest gales with laughter in their 
hearts and on their lips was a figure of the past.” Neglecting 
the sea in order to better our fortunes on land, we allowed our 
ocean going vessels to dwindle in number, and by 1914 we had 
under our flag in the overseas trade only six merchant-steam- 
ships flying the American flag and were carrying only 8 per 
cent of our foreign trade. That is, the American merchant ma- 
rine had by this time virtually collapsed. 
So, when the World War came we had no vessels of our 
own in which to carry a rapidly increasing volume of exports 
(p. 393), and we could no longer rely upon foreign merchant- 
men, for most of these were either quickly swept from the seas 
TheShort- or were devoted to military uses. At the very time therefore 


age of 6 A ‘ 

ae ae when foreign countries were clamoring loudly for our goods 

Board we were confronted with a distressing shortage in shipping fa- 
cilities. The products of the farm and factory and mine were 
piled up on our wharves with markets crying for them but no 


way to transport them. Frantic efforts were made to meet the 
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emergency. Coastwise and Lake vessels were made to do ser- 
vice on the ocean; old vessels were reconditioned and brought 
into use; work on new vessels in the shipyards was carried for- 
ward with the utmost possible speed; ships made the voyages 
as quick as steam or sail could drive them. In order to encour- 
age the purchase of foreign-built vessels, Congress in 1914 re- 
pealed the law which required that such vessels must be five 
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years old before they could be admitted to American registry 
and thus made it possible for any foreign vessel, new or old, to 
be registered at once. In 1916 Congress went further and cre- 
ated a Shipping Board which was charged with the duty of en- 
couraging and developing a Merchant Marine. Under the law 
the Board could build, buy or lease ships suitable for the ocean 
trade. It could also enforce reasonable maximum rates among 
water carriers engaged in interstate commerce and could cor- 
rect unjust discrimination in rates among such carriers engaged 
in foreign trade. The Shipping Board thus was given a place 
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in the transportation system similar to that which was held by 
the Interstate Commerce Commission. 

Upon our entering the World War the Shipping Board, 
making use of its power to build ships, created the Emergency 
Fleet Corporation with a capital of $50,000,000, and by this 
corporation was undertaken the task of building up the mer- 
chant marine that was so badly needed. The work was carried 
on with feverish haste, and money was spent in a wasteful 
manner, but the ships were turned out from the yards faster 
than the enemy’s submarines could destroy them, and by the 
time the war was over our merchant marine had been greatly 
strengthened. By 1920 the Shipping Board’s fleet consisted of 
nearly 1,500 vessels. These were owned by the Government and 
operated under its direction. But there was no intention that 
government ownership of the vessels should be continued as a 
permanent policy. The business men of the country were 
strongly against such a policy, the men in power at Washing- 
ton were by no means favorable to public ownership, while the 
people at large seemed to care little about the matter one way 
or another. So in 1920 Congress put an end to the further build- 
ing of ships by the Shipping Board, and gave it power to sell 
from time to time to private American purchasers the vessels 
which it owned. In 1925 there were still 1,200 steam and water 
vessels of over 1,000 gross tons, owned and operated by the 
Shipping Board. But there was no indication that the public 
ownership and operation of this magnificent fleet would con- 
tinue long ; for it was the avowed purpose of the men who were 
in authority at Washington to get rid of Uncle Sam’s ships as 
speedily as possible. If the American Merchant Marine was 
to continue to hold an important place in the carrying trade 
of the world the task of maintaining its importance would have 
to be committed to private enterprise. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Make out an itemized bill showing our total transportation expenses. 
(In making the computation avail yourself of the following data: Paid 
to railroads for fares and freights $6,500,000,000; paid to traction com- 
panies for fares $1,000,000,000; spent for road construction $1,000,- 
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000,000; paid wages to 1,500,000 persons engaged in street and road 
transportation—delivery men, chauffeurs, expressmen, teamsters, garage 
laborers and the like; paid the wages of 175,000 persons engaged in 
water transportation; paid the salaries of 100,000 mail carriers; paid the 
wages of 75,000 elevator tenders; paid for 8,000,000,000 gallons of 
gasoline; bought 3,500,000 new motor vehicles at an average cost of 
$800; paid for garage expenses and repairs on 20,000,000 motor vehicles 
at a tentatively estimated annual rate of $50 for each vehicle; paid 
$350,000,000 in taxes on gasoline an¢é on motor vehicles. In making the 
calculation allow in all cases as a tentative estimate an annual wage of 
$1,000 and place an average price of a gallon of gasoline at 20 cents.) 

2. Suggest other important items of transportation cost that properly 
might appear in this bill you have just made out if the figures were 
available. 

3. What are the economic advantages of railroad consolidation? If all 
the railroads of the country were consolidated into one great company 
privately owned what evils would be likely to arise? 

4. In what countries are the railroads owned and operated by the 
government? 

5. In what ways has the motor vehicle proved to be an enemy of the 
railroad? 

6. “The year 1916 is a remarkable date in the history of American 
transportation.” Explain 

7. Did the Federal Board of Mediation, established in 1926 (p. 407), 
give satisfaction? 

8. What are the social advantages of good roads? What are their 
economic advantages? : 

9g. Point out certain social and economic effects of the automobile 
not referred to ‘in the text. 

10. Compare the total number of deaths in the United States caused 
by the automobile between 1905 and the present time with the number of 
Americans killed in action in all the wars in which the United States 
has been engaged. 

11. Point out the economic benefits of the Panama Canal. Show that 
Europe and Asia share in these benefits. ; 

12. What disadvantages arise when a nation is deprived of the ser- 
vices of a merchant marine. 

13. The Merchant Marine: Van Metre, 436-4309. 

14. The Control of the Railroads: Faulkner, 466-479. 
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AMERICAN LABOR IN THE TWENTIETH 
CENTURY 


The labor movement is here, it will ever remain; its destruction is 
inconceivable; it has proved by conflict and contest its right to be recog- 
nized as a part of the institutional life of our great land—Wailliam Green. 


Of the good fortune and prosperity that came to America in the first 
quarter of the twentieth century, a liberal measure went to the work- 
ingmen. Aware of the importance of their brain and brawn to the indus- 
trial system, they claimed a due share of the benefits which accrued to 
that system, and for the most part their claims were allowed. They had 
their ups and downs but they held their own, and more. They were 
treated better by the lawmakers than they had ever been before, and 
at the end of the first quarter of the twentieth century they were enjoy- 
ing their old time freedom of action and were maintaining their old 
time standards of living. 


LABOR AND THE PROGRESSIVE MOVEMENT 


To understand the progress made by the American work- 
ingman in the early years of the twentieth century, it is nec- 
essary to bear in mind that American society during those years 
was agitated by a spirit of reform, which was manifest in al- 
most every department of life, and which produced an awaken- 
ing similar to the wave of sentiment which swept over the na- 
tion in the 1830’s (p. 199). Since in the later awakening the 
word that charmed the popular ear and stirred the popular 
heart was “progress,” the forward-looking tendency of the 
time received the name of the “‘progressive. movement.” The 
origin of this movement must be sought in the West, and must 
be referred back to the days of Populism, and especially to 
that upheaval of popular discontent which found. an expres- 
sion in the campaign of 1896 (p. 358). The particular issue 
upon which that political battle was fought faded away and 


was forgotten, but the living spirit of the campaign found a 
420 
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lodgment in the popular mind and remained there only to be- 
_ come a most important energizing force in the progressive 
movement. 


The awakening was full of promise for the common man. A 


In its essence the movement was a renaissance of democracy ; 
the people feeling that they were losing control of their govern- 
ment pushed to the front and asserted their rightful power. That 
the reins of government were slipping out of their hands and 
were being seized by a small group of capitalists, was the opin- 
ion expressed by William Howard Taft in 1915, when he said: 
“In the encouragement of the investment of capital, we nearly 
transferred complete political power to those who controlled 
corporate wealth and we were in danger of a plutocracy.” And 
this was the opinion of people all over the country: men every- 
where said: ‘We vote, we are offered platforms, we elect men 
who stand on those platforms, but when government acts we 
are forgotten; the real object of government seems to be the 
fostering of the interests of the few and not of the many.” So 
a demand arose for a more direct participation by the people in 
the business of government. The result of this campaign for 
“direct democracy” need be stated here only in general terms. 
In many States the initiative and referendum and the recall 
were adopted, making for direct action which, like a gun con- 
cealed behind a door, might be brought into use whenever an 
emergency might arise. In most of the States the old conven- 
tion system of nominating candidates gave way to a system of 
direct primary elections at which the voters might cast their 
ballots for candidates of their own. In all the States the prin- 
ciple of direct democracy was applied to the election of United 
States senators, for by 1913 the reforms had secured the adop- 
tion of the Seventeenth Amendment to the national Constitu- 
tion. Then it was at this time when the heather was on fire 
that the campaign for extending the suffrage to women on equal 
terms with men began with an earnestness never before known. 
Women were now going out into the industrial world and fac- 
ing life as men were facing it. And the conditions which forced 
them into the industries had a tendency to force them also into 
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political strife. So they asked for the ballot and in State after 
State it was given to them. By 1914 nine States had bestowed 
upon women full political rights, and by 1920 the right of 
citizens to vote could not be denied on account of sex in any 
State. 
' Although in its outward aspects the progressive movement 
seemed to be chiefly political in character, the reformers were 
nevertheless deeply interested in social questions. In fact the 
cry for social 
reform was now 
louder than it had 
ever been in the 
history of the 
country. And 
%, never before was 
Bh artes eg gel /, gs so much done ina 
ee aoyjo public way to bet- 
ter the conditions 
under which the 
great mass of peo- 
ple lived. Work- 
mG : a omer ingmen especially 
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What the Children Work at concern. More 


laws were passed 
in behalf of the laboring classes in the first two decades of the 
twentieth century than in the entire previous century. That 
they were passed was due mainly to the efforts of the workers 
themselves. Most of the new labor laws were enacted, of 
course, by State legislatures (p. 341). To give a full account of 
them would require a volume, for in almost every State the 
legislature was busy for several years passing laws for the 
safety, comfort and general welfare of toilers. Of great im- 
portance was the avalanche of laws designed to protect work- 
ingmen from the distressing results of accidents. Under the 
old laws it was always extremely difficult, and often it was 
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impossible, for an employee to obtain damages for injuries 
received while at work, but under the new workingmen’s com- 
pensation acts, which by 1920 were in force in forty-two 
States, compensation came surely, promptly, and in an amount 
proportional to the nature of the injury. 

Another class of laws related to the welfare of children and 
women. In about three-fourths of the States it was provided 
that women should not be employed in factories for more than 
ten hours a day, while in a few States the time limit for wo- 
men was fixed at eight hours. Laws of this kind were now 
sustained by public opinion, the doctrine of laissez-faire not 
being so fashionable as it was in times past (p. 108). And the 
laws regarding women were sustained by the courts. “As 
healthy mothers,” declared the Supreme Court of the United 
States in 1908, “are essential to vigorous offspring, their physi- 
cal well-being becomes an object of public interest and care to 
preserve the strength and vigor of the race.” The welfare of 
the child also came in for a larger share of attention than it 
had ever before received. In almost every State children less 
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than fourteen years of age were absolutely excluded by the | 


new legislation from employment in factories, mills and work- 
shops, while in almost half the States it was declared unlawful 
for children less than sixteen to be employed for more than 
eight hours a day. 

In some cases the lawmakers, finding that large classes of un- 
skilled workers were being paid wages far too low for decent 
self-support, and believing that the “laborer was worthy of his 
hire,” passed minimum wage laws that fixed a rate below which 
wages must not sink. The purpose of the minimum wage was 
to protect unorganized workers. Organized workers, through 
the power of their union to drive a bargain can usually pro- 
tect themselves; but persons outside the unions are often com- 
pelled to engage in a competition that is so fierce that they are 
forced to accept a wage too low for decent living. When a 
minimum wage law is in effective operation, competition cannot 
produce this bad result, for such a law fixes a living wage, that 
is, a wage that is sufficient for the “normal needs of the aver- 


The Move- 
ment for a 


Old Age 
and De- 
pendency 


424 RISE OF AMERICAN COMMERCE AND INDUSTRY 


age employee regarded as a human being living in a civilized 
country.” The movement for a living wage gained strength, 
and minimum wage laws were passed in about a dozen States. 

In order to solve some of the distressing problems of widow- 
hood and orphanhood, mothers’ pension laws were enacted, pro- 


viding relief in the form of a certain sum of money to be — 


paid out of the public treasury to a mother for the support and 
education of her children, when her family is dependent. By 
1920 mothers’ pension laws were in effect in nearly forty States. 
The widespread approval of this kind of legislation indicated 
that in the popular mind there was a deep-rooted conviction 
that no child should be deprived of home life and a mother’s 
care simply because poverty stood at the door. Dependent old- 
age also received attention as well it might, for it was esti- 
mated that more than a million persons above sixty-five years of 
age were dependent upon public and private charity. The ma- 
jority of these men and women had been worthy wage-earners 
toiling for society thirty or forty or fifty years, yet government 
was making no provision for relieving their distress. In this 
matter we were far behind other countries. “Strange as it may 
seem,” declared L. W. Squier in 1912, “the United States is 
the only great industrial nation in the civilized world that has 
not already attempted a practical and permanent solution of 
the problem of old age and dependency.” Still the problem 
was not wholly neglected. There was considerable interest in 
the question during the years of the progressive movement, 
but with the outbreak of war in 1914, the interest in this, as 
in all other questions of reform, died down. After the war was 
over reformers took up the subject again and soon the movement 
for old-age pension was gaining ground. By 1926, five States 
had adopted the enlightened method of caring for aged de- 
pendents in their own homes through old-age pensions in place 
of the antiquated and inhumane poorhouse system, and it was 
the fervent hope of forward-looking people that the good work 
would go on. Surely a nation that takes pride in being the 
richest country on earth should not be contented as long as 
there is a single poorhouse within its boundaries. 


lL 
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The measures for social betterment referred to above orig- 
inated within the halls of State legislatures. But the reformer 
was now knocking also at the door of the federal government. 
He could not expect much there, for Congress, even if it had 
cared to do much, could do but little in the way of social bet- 
terment (p. 342). Still, as there were some things it could do, 


it could not afford to turn deaf ears to the reformer, nor to. 
be wholly indifferent to the problems of the workingman. We. 


have already learned of its action in respect to the settlement of 
disputes between the railroads and their employees, and of the 
passage of the law fixing the length of the working-day of 
trainmen (p. 404). In 1908 it passed an act making interstate 
railroads responsible for injuries to employees, thus extending 
the benefits of a workmen’s compensation law to hundreds of 
thousands of trainmen. Moreover, it provided compensation 
for employees injured in the federal service. Thus with laws 
of this kind it supplemented the workingmen’s compensation 
laws passed by the States. In the matter of mothers’ pensions 
it was abreast of the times, for in 1926 it came to the relief 
of dependent mothers in the District of Columbia. It also gave 
official recognition in 1920 to the policy of old-age pensions by 
passing the Retirement Bill, which provides annuities for the 
hundreds of thousands of men and women who are employed by 
Uncle Sam, the annuity beginning in some cases after the age 
of sixty-five has been reached and, amounting to sums vary- 
ing from $360 to $1,000. In 1916 Congress undertaking to ex- 
ercise a control over the subject of child labor, passed a law 
excluding from interstate commerce all goods produced in fac- 
tories or mines in which children less than fourteen years of 
age were employed. The federal government also joined the 
movement for reducing the number of unemployed, thus con- 
cerning itself with one of the greatest evils in the industrial 
world, for a period of enforced idleness produces a drain upon 
the vital forces that cannot be measured in terms of money. 
During the World War the Department of Labor at Washing- 
ton, through thousands of postmasters and other federal offi- 
cers ascertained where laborers were needed and where they 
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might be found, and thus succeeded in putting employers who ~ 


wanted men in touch with men who wanted jobs. But after 
the war was over, Congress was not very liberal in its sup- 
port of the federal employment agencies and a service that 
might have been of incalculable value to the nation was seri- 
ously crippled owing to a lack of necessary funds. 

Not all of the reforms aimed at during these years were 
actually achieved. In 1918 the Supreme Court of the United 
States declared the child labor law of 1916 unconstitutional on 
the ground that it was not an attempt to regulate commerce, 
but an attempt to regulate the conditions of manufacture, a task 
that under our system of government belongs to the State. This 
decision proved to be a setback to the cause of child labor. In 
some of the States longer working hours were restored and 
younger children were employed. So in 1919 Congress, making 
another attempt to regulate the labor of children, passed a 
law imposing a tax of Io per cent on the net profits of factories 
employing children under fourteen years of age. But in 1922 
this law also was declared unconstitutional. To meet all con- 
stitutional objections the friends of the cause now began to 
work for an amendment to the Constitution, giving Congress 
power to legislate on matters of child labor, and in 1924 such 
an amendment was submitted by Congress to the States for 
ratification, but it was rejected. By 1927 it seemed that the 
movement for the national regulation of child labor had come 
to grief. By this time, too, another important movement had 
come to grief: in 1925 the Supreme Court handed down a de- 
cision which rendered the minimum wage law of Arizona in- 
valid on the ground that it interfered with the laborer’s free- 
dom of contract. This of course was a death blow to all the 
minimum wage laws which were referred to above, for if such 
a law was unconstitutional in Arizona, it was of course un- 
constitutional in every other State. After this decision there 
could be no hope for the principle of the minimum wage until 
the Constitution should be amended so as to make it lawful 
for a State legislature to enact laws upon this subject if it 
should desire to do so. 
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THE PROGRESS OF ORGANIZED LABOR 


For the many good things which came to labor during these 
years, the workers could thank themselves. They were now bet- 
ter organized than they had ever been and they could appear 
before legislative bodies with the show of strength that goes 
with union. In the matter of concentrating their power and 
advancing their interests, they had kept an equal step with 
capital. While business was growing bigger, trade unions were 
growing bigger. By 1925 the five industrial groups of coal 
mining, building, transportation, clothing and printing had a 
total membership of 2,700,000 unionized workers; while the 
total membership of all the trade unions in the country was 
about 4,000,000. By this time the American Federation of 
Labor (p. 340), which in 1900 could count only about 550,000 
members, had a paid-up membership of nearly 3,000,000. Some 
of the largest trade-unions still remained outside of the Amer- 
ican Federation, the most important of these being the four 
railroad brotherhoods—the engineers, the firemen, the conduc- 
tors and trainmen—with a membership of about 500,000. 

The greatest strength of the trade union still resided in its 
power to make a bargain in respect to wages, hours of labor, 
and working conditions (p. 335). Collective bargaining was now 
the order of the day: representatives of the labor organizations 
met in conference with representatives of the employers and 
made a bargain which bound every employee belonging to the 
organization, and every employer who was a party to the agree- 
ment. Sometimes this collective bargaining was conducted on 
a large scale, the agreement affecting hundreds of establish- 
ments and large sections of the country. In some cases an 
agreement entered into by this method of collective bargaining 
was binding upon an entire industry—upon every employer 
engaged in it and upon every person employed in it. One of the 
chief advantages of the collective bargain was that it brought 
industrial peace: if an agreement was reached the men con- 
tinued to work, and the wheels of industry continued to move. 
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If, however, the collective bargain could not be made, there 
was industrial war: either the employer closed the doors of 
his establishment upon his employees as a body, or the em- 
ployees in a body left their work. 

It was the failure of the miners in the anthracite coal fields 
of Pennsylvania and their employers to come to an agreement 
about hours and wages, through the methods of collective bar- 
gaining that brought on the historic and spectacular coal strike 

tae of 1902. The striking miners, numbering about 150,000, de- 
of 1902 manded a reduction of the length of the working-day from ten 
to nine hours, an increase of twenty per cent in wages, and the 
recognition of their union. They were led by John Mitchel who 
had been a miner himself, and who as the president of the 
United Mine Workers of America had seen his union grew 
in membership until it was one of the most powerful labor 
organizations in the United States. Opposed to the miners was 
the Coal Trust, whose chief spokesman was George F. Baer, 
president of the Reading Coal Company. Baer had little or no 
sympathy with the purposes of trade unionism, or with its lead- 
ers. “The rights and interests of the laboring men,” he said, 
“will be protected and cared for—not by the labor agitator, 
but by the Christian men and women to whom God in His in- 
finite wisdom has given the control of the property interests 
of this country.” The strike, which was declared in July, 
dragged on through the summer and far into the fall. A scarcity 
of coal caused its price to soar until in some places it was thirty 
dollars a ton, while in many places it could not be bought at 
any price. Indeed it seemed that there was going to be a coal 
famine that would bring disaster to a large section of the na- 
tion. In order to avert the calamity which was impending, Presi- 
dent Roosevelt, in October, undertook to bring about a settle- 
ment of the strike. He had no legal authority to take any action 
in the matter, but he felt that his intervention would be justified 
by public opinion. After a great deal of trouble he succeeded 
in bringing together the representatives of the strikers and of 
the mine owners, and in persuading them to submit the dispute 
to a commission of arbitrators who were to be appointed by 
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himself. This arrangement having been consented to by both 
parties, the miners at once took up their picks and began to 
give the people the coal for which they were suffering. In due 
time the arbitration commission made an award which was a 
substantial victory for the strikers. The outcome of the strike 
was highly gratifying to organized labor for this was the first 
of the historic strikes that a trade union had won. 

A most important feature of the victory was the shorter 
work day that was granted. For the unions by this time had 
renewed their struggle for the eight-hour day (p. 344) and were 
meeting with some success. By 1903, they had reduced the av- 
erage length of the working day from 10.3 hours—the average 
in 1880—to 9.6 hours. There was thus a tendency toward the 
eight-hour day. The progress, however, was slow. In 1909 of 
the 6,615,000 wage-earners enumerated by the Census of Man- 
ufactures, only about 500,000 were employed in establish- 
ments where the eight-hour day prevailed. In most shops the 
employees worked from fifty-four to sixty hours a week, while 
in some of the establishments they worked seventy-two hours. 
But the movement for a shorter day was all the time gain- 
ing strength and by 1915 it was sweeping the country. Between 
Januiaty. [, 19015, and June 30, 1919, nearly 3;500,000 
persons had their working-day reduced to eight hours. 
Before we entered the World War, machinists, coal 
miners, and railroad men had obtained the eight-hour day; and 
during the war it was obtained by workers in the garment 
trades, in the lumber industry, in the shipyards, and in the 
slaughtering and meat-packing business. In some cases the 
shorter day was secured by strikes or threat of strikes, but quite 
generally it was granted without a struggle. During the war 
the attitude of labor was voiced by Samuel Gompers: “Eight 
hours in peace or in war is our slogan to conserve human life 
and insure greater output.’”’ The movement was greatly strength- 
ened by the action of the federal government when it required 
that work on Government contracts be performed on an eight- 
hour basis, and by its words when it officially said: “The eight- 
hour day is an established policy of the country.” 
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LABOR DURING THE WORLD WAR AND AFTER 


The sympathy and kindly recognition extended to the work- 
ers by the government during the war were repaid by a full 


measure of loyalty and devotion. More than 800,000 members — 


of trade unions were enrolled in Uncle Sam’s army. The Ameri- 
can Federation of Labor threw every ounce of its energy into 
ithe task of winning the war. Labor leaders cooperated with the 
several war boards in carrying forward their plans and pol- 
icies. In dealing with the workmen the Government, recognizing 
freely the principle of collective bargaining, established agen- 
cies for settling disputes between employers and the labor or- 
ganizations, and when disputes arose the labor leaders did 
their part in bringing about an amicable settlement. During this 
period of cooperation and good-will organized labor strength- 
ened its forces and by the time the war was ended the trade 
unions were in possession of more power than it had ever 
before been their lot to hold. 

When peace came this newly found power was quickly put 
to a test. In the wake of the World War, as in that of the 
Civil War, there was an ugly aftermath of disturbance in the 
labor world. During the war wages went up not only because 
the cost of living rose, but also because there was a keen com- 
petition among employers to secure workmen to take the places 
of the millions of young men who were withdrawn from in- 
dustry for military service. Although wages rose while the 
country was at war, there were many workmen who felt that 
they did not rise as rapidly as the cost of living, and there was 
considerable dissatisfaction. After the fighting ceased, the dis- 
satisfaction grew more pronounced because the prices of the ne- 
cessities of life continued to soar (p. 398). So in 1919 workers 
in many of the leading industries demanded higher wages and 
there were strikes all over the country. More than 4,000,000 
men went out on strike, most of them being workers in the 
builders trades, and in the iron and steel industries, in the 
bituminous coal mines, and in the textile industries. The de- 
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mands of the strikers met with a resistance fiercer than had 
ever been shown in the whole history of American labor dis- 
turbances. Good-will and the spirit of conciliation suddenly 
vanished. Employers, resentful of the growing power of the 
trade unions, and believing that now was the moment for 
drawing their fangs, or for demolishing them utterly, directed 
against them a warfare that was savage in the extreme. In the 
struggle it worked greatly to the advantage of the employers 
that at the time millions of men who had been in the war were 
returning to peaceful pursuits and were either seeking new 
employment or asking that their old jobs be given back. In a 
few cases the strikers won, but for the most part they were un- 
successful. In so far as it was the purpose of the employers to 
crush unionism they failed in their object, but in so far as 
they aimed to put a curb on its power, they were victorious. 
Of the many labor contests in 1919, the two most important 
were the steel strike and the strike of the bituminous coal 


miners. In the case of the former the questions at issue re- 1 


volved not so much about wages as about labor conditions. The 
United States Steel Corporation worked its men twelve hours 
a day, refused to recognize the principle of collective bargain- 
ing, and declined to have anything to do with the representatives 
of trade unions. As a result of the efforts of labor leaders to 
unionize the employees of the Steel Corporation and to secure 
for them shorter hours and a recgnition of the principle of 
collective bargaining, more than 360,000 of the steel workers 
quit their jobs. The strike was called in September and lasted 
about three months. It ended in the complete defeat of the un- 
ions. Later, howevr, the steel workers were granted the eight- 
hour day. The coal miners struck because they could not come 
to an agreement with their employers with regard to wages and 
hours of labor. In November more than 435,000 men laid down 
their picks. The coal shortage that followed caused hundreds 
of factories to close and brought discomfort and suffering to 
millions of people. The Government at Washington, through the 
Department of Justice, made an effort to put an end to the 
strike by securing from a Federal District Court one injunc- 
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tion which forbade the payment of strike benefits from the 
funds of the union, and another injunction which directed the 
officials of the union to recall the strike order. The union off- 
cials obeyed both injunctions: strike benefits ceased to be paid, 
and the strike was called off. Thus the Government was success- 
ful in bringing the officers of the miners’ union to terms. But 
the miners themselves remained on strike until they were given 
a reasonable assurance that they would receive a substantial 
advance—14 per cent it turned out to be—in wages. So while 
the Government won its case in the courts, the miners won 
the strike. 

Prices having reached the peak in 1920 (p. 398) and the 
cost of living then beginning to decline, labor disturbances sub- 
sided and there was a fair measure of industrial peace. But 
the period of repose was short. In 1922 trouble flared up again 
in the coal fields and the railroads also had a serious strike to 
deal with. In July about 400,000 men working in the railroad 
shops went on strike as the result of wage reductions ordered 
by the Railway Labor Board. The railroad service was seri- 
ously crippled, but there was very little violence. After holding 
out until September the strikers went back to work at the 
wages against which they struck. One of the things that worked 
against them, and contributed not a little to their defeat, was 
an injunction issued against them by a federal court in Chicago. 
The decree of the court was as broad and sweeping as it was 
possible for language to make it. The injunction not only de- 
nied to the strikers those means of association from which a 
trade union draws its life, but went far towards forbidding 
the elementary rights of free speech. The resentment of the 
strikers against the injunction was the more bitter because 
they could claim that under the Clayton Anti-Trust Act (p. 
380) injunctions in labor disputes growing out of terms and con- 
ditions of employment were expressly prohibited. The trade 
unions, however, found some consolation in the fact that in a 
case growing out of the Shopmen’s Strike, it was decided 
by the Supreme Court of the United States (in 1924) that a 
person accused of violating an injunction had a right to a trial 
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by a jury, if he so desired. This was a highly important de- 
cision for it declared a right for which workingmen had been 
contending for thirty years (p. 349). 

In April 1922, the miners of both bituminous and anthra- 


cite coal threw down their tools and the greatest strike in our | 


history followed. Out of a total of 775,000 persons engaged in 
mining, 630,000 quit work. The bituminous miners struck 
against a threatened reduction of wages. In the anthracite fields 
the miners demanded a raise in wages, while the mine owners 
demanded a reduction. President Harding proposed that the 
miners go back to work and that the disputed questions be sub- 
mitted to arbitration, a proposition similar to that made by 
President Roosevelt twenty years before (p. 428). But the 
miners refused to arbitrate. In the strike of 1902 it was the 
mine owners who refused to arbitrate; in 1922 it was the 
miners who refused. In the end the miners won: there was no 
reduction of wages either in the anthracite or bituminous fields. 
The anthracite miners, however, did not receive the increase 
for which they contended. So in September 1923 they renewed 
their demands for higher wages, asking for an increase of 20 
per cent, and another strike followed. Again the anthracite min- 
ing came to a standstill, and again the country was threatened 
with a shortage of fuel. This time the Governor of Pennsyl- 
vania interfered and a settlement was speedily effected; the 
miners agreed to accept a 10 per cent increase in wages and ina 
few days they went back to work. But the peace proved to be 
only a truce: by September 1925, the anthracite miners and 
their employers were again in a deadlock on the subject of 
wages and working conditions and more than 150,000 men were 
on strike. For more than five months the struggle continued 
and scores of millions of people were deprived of the kind of 
fuel they had been accustomed to use. When the dispute was 
at last settled in the spring of 1926, it was difficult to decide 
which side had won, for the result seemed to be a drawn battle. 
One thing, however, was certain: the people living in eleven 
populous Eastern States had lost. 

By this time many people were beginning to believe that there 
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was a coal problem that would have to be dealt with in a firm 
manner. Great Britain, having a somewhat similar problem to 
face, was muddling along (in 1926) without taking decisive 
action, allowing its industries to suffer, and losing billions of 
dollars by reason of a coal shortage resulting from a nation- 
wide strike in the coal fields. Should the United States also 
continue to muddle along without taking decisive action? This 
question had been before the public for several years. The coal 
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The strike of 1922 had worn such a dangerous aspect that Congress 
foal Prob- felt constrained to do something. It passed a bill providing for 
the appointment by the President of a Coal Commission author- 
ized to investigate all phases of the coal industry. In its report 
the Commission took the ground that coal is quite as much a 
public necessity as gas, street railway service or any other ser- 
vice or commodity that has been brought under public regula- 
tion and recommended that in the event of a cessation of coal 
production Congress shall give the President authority to take 
charge of the mines and fix the wages of the miners and the 
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compensation to be paid to the owners. In a second report, made 

on August 7, 1923, the Commissioners suggested that the | 
President be given the right by law to interfere to prevent a 
general strike in the coal industry. But no such authority was 
given ; Congress thought it best to keep hands off. And this was 
its policy in respect to the anthracite strike of 1925-6. Among 
the lawmakers, however, there were those who held the opinion 
that sooner or later the coal question, even though it did present 
a problem that was full of high explosives, would nevertheless 
have to be dealt with in a thoroughgoing manner’ “Here,” said 
Senator William E. Borah, “are the anthracite mine owners 
and the anthracite miners, and it seems to be the situation 
that they cannot agree, and therefore the mines are shut down. 
One hundred and ten million people, or that portion of them 
who are interested in the situation, must await the decision of 
these people represented by the mine owners and the mine 
workers before they can have any relief. . . . There must be 
lodged somewhere in the Government the power to control 
the situation, which situation, if continued, imperils the health 


_ and the life of an entire people. In my opinion the fault of the 


situation lies here in the Congress rather than with the Presi- 
dent. I think it up to the Congress of the United States to 
find the power if it exists; if it does not exist, to provide by 
a change of the instrument under which we live that it may 
exist, to the effect that people can not seize the great natural 
resources of the country, without which we can not live, and 
conduct them as if they were purely private affairs. It is im- 
pressed with a public service, and the Government has the 
right to impress upon it the stamp of a public service. In 
time we will have to take that position in order to protect the 
people of the United States.”” Within a year after these words 
were uttered a strike in the bituminous fields gave additional 
force to the Senator’s position. 


QUESTIONS, DISCUSSIONS AND REFERENCES 


1. Name some of the laws of this State that have been enacted in the 
interest of workingmen. 
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2. What are the main provisions of the workman’s compensation law 
which is in force in this State. Is this law faithfully executed? 

3. What is the law in this State in regard to a day’s labor for one 
employed upon public work? What is the legal length of a working- 
day for children? For women? Make out a list of the industries and 
occupations in which, to your knowledge, the working day is eight 
hours. Frame a wise and just law for the regulation of the length of a 
working day for children; for women; for men. 

4. What bad effects does the enforced idleness of large numbers of 
people have upon society? What bad effects upon the individual does 
enforced idleness have? Give an account of the workings of any public 
employment agencies that may have been established in this State or 
in this city. 

5. Show how-a strike sometimes affects a great many people besides 
the strikers aid their employers. Show how a great strike affects the 
business of the entire world. 

6. If you were an employer of labor, do you believe you would be 
willing to sacrifice a little money for the sake of the happiness and 
comfort of your employees? Is it likely that the labor problem will ever 
be satisfactorily solved as long as both capitalists and laborers ignore 
moral considerations in their dealings with each other? 

7. Should the question of the minimum wage be brought before the 
country with the view of securing a constitutional amendment giving 
the State the power to provide for the minimum wage? 

8. Is there a mother’s pension law in this State? If so, what are its 
main provisions? 

9. Which is to be preferred, "out door relief”, that is, relief of the 
poor in their homes, or “indoor relief”, the relief given in alms-houses? 

10. What were the most important victories won by the workingmen 
during the first quarter of the twentieth century? 

11. Is it probable that the principle of laissez-faire will continue to 
work satisfactorily in the coal industry? If the principle should be 
abandoned would it be the State government or the federal government 
that would undertake the regulation of this industry? 

12. Protective Legislation for Employees: Carlton, 329-333. 

13. Child Labor: Carlton, 449-473. 

14. Labor Legislation and Court Decisions: Jennings, 667-671. 

15. Industry and Labor: Ogg, 76-95. 

16. Twentieth Century Labor Matters: Lingley, 502-514. 
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The Farm, the best home of the family, measure of national wealth, 
foundation of civilized soctety—President Eliot. 


We now come to the subject of our basic industry. While our com- 
merce and the manufacturing industries were moving forward at their 
rapid pace during the first.years of the twentieth century, what was the 
story of agriculture during these years? What growth did it make and 
what progress was there in the agricultural arts? What were the 
problems that confronted the farmer—and what efforts were made to 
solve them? 


RURAL AND URBAN AMERICA 


We saw that with the passing of the frontier and the dis- / 


appearance of cheap land, agriculture could no longer keep pace 
with the manufacturing industries (p. 318). This was true in 
the last years of the nineteenth century and doubly true in 
the opening years of the next century when manufacturing 
was leaving agriculture far, far in the rear. In 1900 the total 
value of our manufactured products was almost twice that of 
our agricultural products; twenty years later the proportion 
was three to one in favor of the manufacturing industries. This 
meant that by 1920 a fundamental change had taken place in the 
economic structure of the United States ; that we had been trans- 
formed from a great agricultural nation into a great industrial 
nation. 

The outward results of this transformation were most plainly 
visible in a new distribution of population. As commerce and 
industry gained upon agriculture so did the urban population 
gain upon the rural. And the gain was so great that vast sections 
of the country changed from a simple agricultural organiza- 
tion into thickly settled industrial districts dotted with cities. 
The urban population which in 1900 was 30,000,000 rose to 
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54,000,000 in 1920, and by 1925 it was officially estimated 
to be approximately 61,000,000. By 1927 there were nearly as 
many people in the cities as there were in the whole country 
in 1890. In no other country was there or had there even been 
such a large urban population. Nor did any other country have 
so many large cities. Seventy-five cities in 1920 could claim. 
a population of 100,0000 or more; thirty-five, a population of 
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about 200,000 or more; twenty-five, a population of about 
300,000 or more; sixteen, 400,000 or more; twelve 500,000 
or more. The marvel of urban growth was Detroit, which, 
jumping from less than half a million in1g1o to nearly a million 
in 1920, passed Baltimore, St. Louis, and Boston, and took 
its place as the fourth city of the nation. The fifth place was 
taken by Cleveland, whose population was nearly 800,000. Los 
Angeles and Akron also made sensational gains, the former 
having nearly doubled, and the latter having more than trebled 
its population. Three cities—New York, Chicago and Phila- 
delphia—had passed the million mark. But this enumeration 
does not tell the whole story. “The statistics of incorporated 
places do not give a complete picture of the extent to which the 
population of the country has become agglomerated in centers. 
There are many clusters of incorporated places, for which the 
figures appear separately, but which yet constitute continuous 
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urban areas. There are in the United States twenty-nine of 
these metropolitan districts with an aggregate population of as 
many millions; or, disregarding legal boundaries and looking 
only at the fact of urbanization, twenty-nine cities averaging 
a million inhabitants.”! In the whole history of mankind such 
a mighty pyramiding of population had never before been 
seen. 

In the meantime the rural population in actual numbers was 
barely holding its own. When compared with the growth of 
cities it was of course running far behind. Between 1910 and 
1920, while the cities were adding 12,000,000 to their popula- 
tion, the increase of the rural population was only about 
1,500,000. The chief reason why the country failed to keep pace 
with the city was that immigrants no longer made their way 
to the farms as in the old days. Three-fourths of the 12,000,000 
foreigners who came to the United States between 1900 and 
1914 (p. 372) took up their abode in cities. Another reason 
why the rural population increasea so slowly was that there 
was a constant stream of country people flowing toward the 
city and depleting the rural districts of their population. This 
movement of the population toward the city was apparent to 
a greater or less extent in almost every section of the Union. 
In a great many of the counties of the older States there were 
fewer people living on the farm in 1925 than in 1825. In 1922 
migration from American farms exceeded migration to them 
by more than 1,000,000. So great was the drainage of the coun- 


try into the city that it seemed that it would only be a matter 


of time when the census would show not only a relative but 
an absolute decline in the rural population. That the number 
of persons engaged in actual agricultural pursuits was decreas- 
ing was not a matter of doubt, for the number fell from 
12,380,000 in 1910 to 10,660,000 in 1920. 

The drift from the country to the city was due in part to 
an economic cause. Farming was not the prosperous occupa- 
tion it had been all along in our previous history. In the old 
time men turned away from manufacturing and took up farm- 
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ing as a more profitable business (p. 208). But after free land 
was no longer to be had the relative economic position of the 
farmer and the manufacturer began rapidly to shift until soon 
it came about that more money could be made in the factories 
than on the farms. Accordingly, many farmers moved to the 
city hoping that in the shops they would be able to earn more 
money than they were making on the farms, and that they would 
at the same time escape the long hours and the severe toil that 
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are the lot of the agricultural worker. Then there were social 
reasons for the drift to the city. In the country life seemed 
to be solitary, flat, and lacking in those diversions that make 
it agreeable. In the city on the other hand, not only were the 
hours of labor shorter and the toil lighter, but life presented a 
gayer and more colorful aspect. Companions were always near 
at hand, amusements of all sorts could be engaged in, and 
existence itself seemed to be full of delight and charm. So in 
millions of cases countrymen abandoned their farms partly 
because of economic pressure and partly because of the glare 
and attractiveness of urban life. 

But farming was not abandoned because agriculture was 
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in a backward or stagnant condition. For the countryside 
responded to the progressive tendencies of the time and shared 
with the rest of the world the benefits of science and invention. 
The twentieth century farmer as well as the city dweller had the 
telephone to keep him in touch with his neighbors, and the 
radio to break the monotony of his isolated existence. He had 
his automobile. Under favorable circumstances he could enjoy 
in his home the luxury of the electric light. He had the gaso- 
line engine which could be set to work at turning the churn, 
and the washing machine or at pumping water for the tank 
which supplied hisshome with running water. He had the gaso- 
line tractor which for purposes of plowing or harrowing or 
planting could be relied upon to do the work of eight or ten 
men and as many horses, and which could be used as a motor for 
carrying his grain to the railroad station or the steamboat 
wharf. He had a wide choice of fertilizers for improving his 
soil and preventing its exhaustion. In the cultivation of his 
fields and the harvesting of his crops he had a machine for 
almost every operation, for the mechanical revolution in agri- 
culture (p. 220) was now virtually complete. Thus the up-to- 
date twentieth century American farmer moved in an atmos- 
phere of progress and was surrounded with all the appliances 
for successful production. 

And the production was, in fact, very great. In spite of the 
depletion of the farm population, and in spite of the abandon- 
ment of farms, the output of agricultural products steadily in- 
creased, rising in value from about $5,000,000,000 in I9gIo 
to about $15,000,000,000 in 1923. Since there was but a slight 
increase during these years in the number of acres devoted to 
agriculture, and since the number of persons engaged in agri- 
cultural pursuits showed almost no increase at all, the greater 
output could only be due chiefly to better methods of farming. 
Here was the secret of our success in agriculture, not only dur- 
ing the first years of the present century, but during the later 
years of the nineteenth century; for 40 years before 1925 the 
crop yields per acre on the American farm were steadily in- 
creasing. We no longer relied upon an increase in the acreage, 
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but upon an increase per acre. And the results of a more inten- 
sive agriculture were startling.! A study of the period between 
1920 and 1924 revealed the fact that about 400,000,000 bushels 
of corn, 120,000,000 bushels of wheat, 165,000,000 bushels of 
oats and 115,000,000 bushels of potatoes were produced in 
1924 over the production in 1920, this amount of increase 
being due entirely to intensive production and improved soil 
fertility. That is to say, about 800,000,000 bushels of foodstuffs 
were added to the national food supply through the effort of 
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those farmers who availed themselves- of the best possible 
methods of agriculture. 

It was well that the farmers did their best, for they now 
had to feed not only themselves—and they numbered in 1925 
about 40,000,000—but they had to supply food for an urban 
population of 70,000,000. Thanks to their labor and skill the 
agricultural output could meet the domestic demands and have 
something to spare for the foreign market. But the agricultural 
surplus was no longer the chief reliance of our exporters. Be- 


1The Department of Agriculture is responsible for the statement that in this 
country are found less than 4 per cent of the farmers and farm laborers of the 
world; and yet American farmers produce nearly 70 per cent of the world’s 
corn, 60 per cent of the world’s cotton, 50 per cent of the world’s tobacco, 25 
per cent of the world’s oats and hay, 20 per cent of the world’s wheat and flax- 
seed, 13 per cent of the world’s barley, 7 per cent of the world’s potatoes. 
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tween 1900 and 1914 there was a downward trend in our agri- 
cultural exports owing to the fact that our industrial popula- 
tion was increasing more rapidly than our production of certain 
farm crops. At the outbreak of the World War the trend started 
upward, and in 1925 the total value of our agricultural exports 
was a little more than two billions of dollars. Of the articles 
exported cotton, as always, was in the lead, its value being 
about one half of the total. Next to cotton came meats and other 
animal products, and next to these came wheat and wheat flour. 
The total value of the agricultural exports that could be used 
on the tables of our foreign customers as foods was about 
$800,000,000. The total value of the leading agricultural pro- 
ducts which we imported for use on our own tables—coffee, 
sugar, tea, tropical fruits and nuts—was about $700,000,000. 
Our agricultural surplus of foodstuffs, therefore, could more 
than pay for the foodstuffs which we imported. So the farmers 
were caring for the food supply in a way that was entirely 
satisfactory. 


GOVERNMENT AND THE FARMER 


The efficiency of the farmer was due in no small measure 
to the helping hand of the state. From the beginning the federal 
government was the friend of agriculture. If Congress assisted 
the manufacturer with a bounty in the form of a tariff it also 
assisted the farmer with a bounty in the form of cheap land. 
During the Civil War Congress was especially friendly to the 
farmer. In 1862 it not only passed the Homestead Act provid- 
ing for free land (p. 257) but it took a most important step 
in providing for agricultural education. It passed what is known 
as the Morrill Act, which provided that 30,000 acres of public 
land be given to each State for each senator and representative 
in Congress, the money received from the sale of these lands to 
be in each State accumulated and the interest used to support, 
endow and maintain at least one college in which the leading 
object should be to teach such branches of learning as are 
related to agriculture and the mechanical arts. The passage of 
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this law was one of the greatest events in the history of Ameri- 
can agriculture. Under its provisions one agricultural college 
after another was established until at last there was one in 
every State. In a number of States the money received from 
the act was used for laying the foundations of a university, 
the universities of California, Maine, Montana, Nebraska, 
Nevada, West Virginia, and Wyoming, as well as Cornell Uni- 
versity being among the institutions that in their early days were 
fostered by the federal government through the workings 
of this beneficent statute.+ 

Another important step taken by Congress to promote agri- 
cultural education was to provide for practical experiments 
in agriculture. This was accomplished by the Hatch Act, which 
was passed in 1887, and which appropriated money for conduct- 
ing investigations and making experiments in all fields of agri- 
culture in connection with the various agricultural colleges. 
The result of the Hatch Act was to cause these schools not only 
to teach the facts that were already known about farming, but 
to encourage them to discover new facts through practical 
experiments. 

In 1914 Congress again showed its interest in agricultural 
education by passing the Smith-Lever Extension Act. The 
purpose of this law was to supplement the work of the agri- 
cultural colleges. It provided for the diffusion among the people 
of useful and practical information relating to agriculture and 
home economics. The person to whom the information was to be 
imparted was the individual farmer himself; he was to be per- 
sonally instructed in scientific methods of farming by an ex- 
pert. For carrying out this ambitious scheme Congress appro- 
priated $480,000 to be divided equally among the States, and 
in addition $600,000 was granted to be increased annually by 
$500,000 until 1923 when the annual appropriation of the 
national government for this purpose would amount to 
$4,500,000, The added appropriation was to be made upon the 


1In 1890 Congress strengthened the Morrill Act by providing that the funds 
from which the State agricultural colleges were supported should be- increased 
until the amount received yearly should reach $25,000 for each college. In 1907 
the amount donated to each college was increased to $50,000. 
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condition that each state should make appropriations of similar 
amounts. So if all the States should take advantage of the 
opportunity afforded by the Smith-Lever Act the total sum 
permanently available for this extension work would be 
$9,000,000. 

The Smith-Lever Act was supplemented in 1917 by the 
Smith-Hughes Act. This provided for the promotion of voca- 
tional education and the codperation of the federal government 
with the States in the preparation of teachers in vocational 
subjects, the money appropriated to be used in paying the sal- 
aries of teachers for agricultural and home economic subjects. 
The appropriations for carrying out the law were to rise until 
1926, when they were to be about $7,000,000. Every sum of 
money contributed by Congress for the purposes of carrying out 
the act were to be matched by an equal amount contributed 
by the State. 

Besides contributing to the cause of agricultural education in 
the several ways that have been described the federal govern- 
ment was also promoting the interests of the farmer through 
the activities of the Department of Agriculture. The history 
of this powerful department may be said to have begun in 
1836, when the Commissioner of Patents made a voluntary dis- 
tribution of seeds to some farmers. In 1839 Congress appro- 
priated: $1,000 for the “distribution of seeds, prosecuting agri- 
cultural investigation and procuring agricultural statistics,’ the 
money to be spent by the Patent Office. In 1862—an eventful 
year in the history of American agriculture—the Patent Office 
was relieved of its duties in respect to agricultural matters and 
a separate Department of Agriculture was established. The new 
department was in fact only a bureau and its head was styled 
the commissioner of agriculture. In 1889, the Department of 
Agriculture was raised to the rank of a regular executive de- 
partment and its head was made a secretary and given a seat 
in the cabinet. 


; : : qT 
The duties of the Department were “to diffuse useful infor- 


mation on subjects connected with agriculture in the most 
general and comprehensive sense of that term, and to procure, 
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propagate and distribute among the people new and valuable 


seeds and plants.” Under this broad grant of power it could deal — 


with almost every agricultural problem with which the farmer 
might be confronted. Congress was liberal with its appropria- 
tions, increasing them from year to year, and providing from 


‘time to time for new bureaus and new activities. In 1925 the 
Department spent $78,000,000, and employed 20,000 men and ~ 


women. By this time its organization consisted of more than a 
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dozen offices and bureaus manned and equipped not only for 
promoting the science of agriculture, but for helping the farmer 
in a practical way. There was a Bureau of Plant Industry 
making researches into the diseases of plants and discovering 
methods of curing and warding off such diseases; a Bureau of 
Animal Industry investigating the nature of communicable 
diseases dangerous to live stock and taking measures for their 
extirpation; a Weather Bureau making forecasts of the weather 
for the benefit of sailors and giving to farmers timely warning 
of approaching storms; a Bureau of Soils studying the physical 
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and chemical properties of soils with the view of instructing the 
farmer in questions relating to the fertility of his land and 
giving him valuable hints as to the use of fertilizers and the 
rotation of crops; a Bureau of Public Roads administering the 
Federal Aid Road Act (p. 408); a Bureau of Agricultural 
Economics conducting studies relating to the business side of 
farming ; collecting and sending out information regarding the 
marketing and distribution of farm products, and making public 
estimates of the probable yield of crops that might be expected, 
thus giving the farmer useful hints both as to prices and as to 
the acreage that might be wisely devoted to this or that crop; 
an Office of Information sending out every year to farmers in 
all parts of the country millions upon millions of pamphlets and 
bulletins containing information pertaining to every branch 
of agriculture. Thus in these and other ways the Department 
of Agriculture was touching agriculture at almost every point 
and was assisting the farmers in almost every situation. 

But Uncle Sam was not the only friend the farmer had. 
For in every State, there was an administrative agency of 
some kind charged with the duty of promoting his interests. In 
about half the States this agency was a regularly organized de- 
partment of agriculture, upon which rested the duty of caring 
for the peculiar needs of the farmers within the State. In a 
few States this duty was performed in a satisfactory manner, 
the State department of agriculture being generously supported, 
well organized, and industrious in its effort to improve rural 
conditions. In not a few cases, however, the State dealt with 
agricultural problems in a careless haphazard manner, its neglect 
too often being due to the fact that it relied upon the depart- 
ment at Washington to do the things that it ought itself to do. 
In the States which had no regularly organized department of 
agriculture there was usually a board or a society that was 
organized with the authority of the State and that concerned 
itself with the exploitation of the agricultural resources of the 
State. Besides the assistance which came from the administra- 
tive department of the State government, the farmer was bene- 
fited greatly by educational agencies which were either sup- 
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ported by the State or established by its authority. In thous- 
ands of high schools pupils were given elementary instruction 
in farming, and in scores of agricultural colleges supported by 
the States students received scientific instruction in agriculture. 
At some of the State universities the work done in agricultural 
colleges was on an extensive scale, and was of a highly practical 
character. 

The federal government in its policy of extending assistance 
to the farmer went so far as to aid him in his business trans- 
actions. In the matter of borrowing money he found himself 
at a disadvantage, because the regular commercial bank gener- 
ally refused to make him a loan for a longer period than from 
one to three months; whereas he usually needed to borrow from 
seed time to harvest, a period of six months or more. Accord- 
ingly Congress in 1916 came to his rescue with a law providing 
for banks for farmers patterned to some extent after the 
Federal Reserve system. The law provided for a Federal Farm 
Loan Board, which was to administer a system of twelve 
Federal Land Banks, which were to be set up in different parts 
of the country in certain designated cities. The capital of each 
of these banks was to be not less than $750,000. The law pro- 
vided that the capital might be subscribed by the public, but that 
in case the full amount from this source was not received, the 
balance would be subscribed by the national government. As a 
matter of fact a very small portion of the capital was subscribed 
by the public. Of the $9,000,000 of capital required for the 
twelve banks the United States subscribed $8,891,000. The 
Federal Land Bank puts farmers on an equality with all other 
persons having genuine assets for security. Any owner of a 
farm needing money for certain purposes connected with farm- 
ing may borrow from a Federal Land Bank for a long term at a 
low rate of interest and pay off his debt in small equal annual 
instalments. For example, if a farmer needs a thousand dollars 
with which to build a barn, he can borrow the. money and 
arrange to repay it, principal and interest, in equal fixed sums 
during a period not shorter than five years nor longer than 
fifty years. If, at any time after five years, he wishes to make 
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larger payment on the loans and thus pay off the debt more 
quickly, he is permitted to do so. 


THE CONSERVATION MOVEMENT 


The agricultural people were deeply interested in the con- 
servation movement which in the early years of the century 
engaged the attention of the nation and which was a part and 
parcel of the progressive movement (p. 420). The purpose 
of the movement was to secure the services of government 
in preserving the natural resources of the country from waste, 
injury and decay. The resources which could be looked after 
by the federal government consisted of several hundreds of 
millions of acres of public lands; about one-fourth of all the 
forest area in the United States; of many millions of horse- 
power in the form of potential hydro-electric energy (p. 371) ; 
and countless millions of tons of coal buried in places that had 
never been disturbed by the miner’s pick. These resources had a 
value that was beyond computation, yet they were being ex- 
ploited with a prodigality that was sinful and with no thought 
whatever for the needs of future generations. Said a United 
States Senator in 1907: “Hitherto our national policy has been 
one of almost ‘unrestricted disposal of natural resources, and 
this in more lavish measure than in any other nation in the 
world’s history. . . . Three consequences have ensued: First, 
unprecedented consumption of natural resources; second, ex- 
haustion of these resources to the extent that a large part of 
our available public lands have passed into great estates or 
corporate interests, our forests are so far depleted as to multiply 
the cost of forest products, and our supplies of coal and iron ore 
so far reduced as to enhance prices; and, third, unequaled 
opportunity for private monopoly.” 

Talk about conservation after such a situation as this had 
been allowed to arise seemed like talking of locking the stable 
door after the horse had been stolen. Yet all was not lost and 
there were many who believed that if a firm policy of conserva- 
tion were adopted and carried forward in earnest the national 
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resources that remained in the possession of the nation could be 
so dealt with that they would be a source of good to all the 
people. The movement for such a policy was led by President 
Roosevelt, who in his annual message to Congress in 1907 said: 
“The conservation of our natural resources and their proper 


use constitutes the fundamental problem which underlies almost ~ 


every other problem of our national life. We must maintain 
for our civilization the adequate material basis without which 
that civilization cannot exist. We must show foresight, we must 
look ahead.” The President secured no new legislation of any 
great importance, yet under a law that had been pasesd in 189gI. 
but had not been brought by his predecessors into much use- 
ful service, he withdrew nearly 150,000,000 acres of public 
land to be set aside as forest reserves. In carrying forward the 
work of protecting our national forests from waste and destruc- 
tion he could avail himself of the services of Gifford Pinchot, 
the greatest of all friends of the American forest. Besides at- 
tempting to protect the forests, Roosevelt took up the task of 
extending our agricultural acreage through the reclamation of 
arid lands. In the western States there were awaiting develop- 
ment millions upon millions of acres of land that was naturally 
fertile and capable of producing a variety of crops, but that 
was worthless because it was never moistened by rain. 

At the recommendation of the President, Congress in 1902 
passed the Reclamation Act providing that the money received 
for public lands in certain sections of the country should be 
spent for irrigation works and that the task of constructing 
the works should be assumed by the federal government. Under 
this law the reclamation of the dry lands through irrigation 
was carried forward with great earnestness, and before many 
years had passed an official of the federal government could 
write: “Irrigation canals representing an investment of 
$150,000,000 and long enough to girdle the globe with triple 
bands have spread oases of green in sixteen arid States and 
Territories. An annual harvest of not less than $250,000,000 
is the desert’s response to* the intelligent application of water 
to her sunburnt valleys.’ In 1920 the total acreage under irri- 
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gation in the United States was over 19,000,000, while the crops 
raised on irrigated land was over $800,000,000. So the solid 
result of the conservation movement was a substantial increase 
of the agricultural output. 


AGRICULTURE DURING THE WORLD WAR AND 
AFTER 


The products of the irrigated lands proved to be a needful 
addition to the food supply during the World War. In that 
conflict, as in the one which raged between 1793 and 1815 (p. 
133) the nations of Europe turned to the United States for 
the foodstuffs which in time of peace they were accustomed 
to produce in their own fields: The new demand stimulated 
the farmer to new exertion and the agricultural output took a 
sudden leap. The corn crop rose from about 2,500,000,000 in 
1913 to more than 3,000,000,000 in 1917, while the wheat crop 
went up from 760,000,000 to nearly 1,000,000,000 in I9gI9Q. 
As the war dragged on the demand for foodstuffs grew 
stronger, and prices of course rose. Flour, which sold at $4.60 
a barrel when the war broke out, was selling at more than 
$11.000 when the armistice was signed; while beef, which 
brought ten cents a pound at wholesale in 1914, brought 20 
cents five years later. And so it was with bacon and lard and 
eggs and almost everything else that the farmer had to sell. 

At the time we entered the World War the German sub- 
marines were sinking so many vessels carrying foodstuffs to our 
allies that their stock of food was falling so low that their 
people had to be rationed and it seemed that if the situation 
were not speedily relieved the rations might be reduced to a 
crust. “We must supply abundant food,” President Wilson 
hastened to say on April 15, “not only for ourselves and our 
armies and seamen, but also for a large part of the nations with 
whom we have now made common cause.” So the slogan “Food 
Will Win the War’ was heard throughout the land, and a 
whole-hearted effort was made to increase the food supply and 
to do everything that could be done to get food to the people 
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across the sea. In August Congress took a hand in the matter, 
passing the Food Control Act, which conferred upon the Presi- 
dent almost complete powers in respect to the stimulation of 
agriculture and the conservation and distribution of food 
supplies. It was made unlawful to hoard food, and through 
a system of licensing regulations were imposed, limiting the 
use of sugar, flour, meat and butter. But the most important 
feature of this remarkable law was the power which it gave the 
President under certain conditions to purchase, store and sell 
wheat, flour, meat, beans, and potatoes. In respect to wheat, 
the President was not only authorized to make purchase of 
this grain and to sell it, but to guarantee the price for pro- 
spective crops. In accordance with this provision the farmers 
of the country were guaranteed $2.20 a bushel for the wheat 
which they might raise and harvest in 1918. For the execution 
of the Food Control Act an office known as the Food Adminis- 
tration was created and at its head was placed Herbert Hoover. 
The Food Administration carried on a campaign for cultivating 
farms and gardens on all available land: it appointed subordin- 
ate food administrations in the States and local districts; it 
urged people to eat less wheat, meat, fats and sugar in order 
that more of these might be sent to the allies and set apart 
“wheatless” and “meatless” days; it made regulations designed 
to prevent profiteering in food; it established a Grain Corpora- 
tion for the buying and selling of wheat by the Government. 
Thus in one way or another it contrived to arouse in the people 
a spirit of self-denial, to increase production and to decrease 
consumption. 

After the war was over the farmer, like the manufacturer 
(p. 398), continued for a brief period to receive high prices 
for his products. But this was not to last long. Between 1919 
and 1922 his beef fell from 20 cents to Io cents a pound; his 
wheat from $2.40 to $1.25 a bushel; his bacon from 31 cents 
to 17 cents; his lard from 31 cents to 12 cents. While prices 
were tumbling in this manner he was at the same time being 
hard pressed for the payment of his debts. He had borrowed 
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heavily during the war in order to purchase land and farm 
implements and had paid war prices. Now he was suddenly 
called upon to discharge his debts at a time when the market 
was glutted, and when the value of his crops was declining. 
So his condition during the period of general depression was 
bad enough. Still, if when prosperity revived in 1922, he had 


shared in the good times all might have been well with him. ° 


But when prosperity returned his condition did not improve. 
Rather it grew worse; for he was still in debt. The prices of 
the crops which he had to sell did not rise, and, to add to his 
distress, after the return of good times to the manufacturer, he 
was compelled to pay high prices for everything which he 
bought. So on every side he met with discouragement. The 
farmer turned to the federal government for help and in re- 
sponse Congress passed (March 1923) the Agricultural Credit 
Act. This law established twelve intermediate credit-banks, 
which were to be adjuncts to the existing Federal Land Banks, 
and which were to cooperate with them in a way that would 
make it easier for the farmer to borrow money. But after 
three years of experience it was found that the new legislation 
had not brought the relief that was expected. By 1926 farm- 
ers were saying that they were already deep enough in debt. 
They had already borrowed from the Federal Land Banks 
nearly $1,000,000,000 while the total mortgage loans on their 
farms amounted to more than $4,000,000,000. To go on borrow- 
ing money and piling up debt, they said, would only deepen 
their distress. Credit was not the thing they wanted. 

What they wanted was higher prices for their grain. As a 
means for getting higher prices they asked Congress for a 
law that would put them in the same favorable position in which 
the tariff put the manufacturers. They did not ask for higher 
duties on their products for, with the exception of Canadian 
imports, no general change in the prices of agricultural pro- 
ducts can be brought about by the imposition of a tariff. 
Broadly speaking, the American farmer can receive no benefit 
from a tariff on imported wheat, cotton, corn, meat or tobacco, 
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in what is called a “world market,” according to the ratio of 
world supply and world demand. The price of wheat in Chicago, 
for example, is the price in Liverpool less the cost of trans- 
portation to Liverpool, and no tariff can affect to any consider- 


able degree the Chicago price. So understanding very well that — 


’ a tariff operating normally would not raise the price of grain, 
the farmers came forward with a plan for making it operate 
artificially. They asked for the passage of the Haugen-McNary 
Bill, which provided for the establishment of a gigantic corpora- 
tion which would have at its command hundreds of millions of 
dollars furnished by the federal government, and which would 
be authorized to purchase the leading products of all the farmers 
of the United States at a price that would be profitable to the 
farmer. That price in the case of each commodity would be 
the world price plus the tariff which was imposed on that com- 
modity. If the world price of wheat for example was $1.10 a 
bushel, and the tariff on wheat was 40 cents the corporation 
would offer $1.50 a bushel. Of course by far the largest portion 
of the crop would be bought directly by the millers, but they 
would have to pay $1.50 a bushel, for the corporation was to 
stand ready to buy at that price every bushel that might be 
offered for sale. What the corporation would really buy was the 
surplus that remained after the domestic demands was met. 
The surplus would be bought by the corporation at $1.50, and 
sold in the world market at whatever price it would bring. If 
there was a loss this would be sustained by the corporation, 
although the bill provided for the payment by the farmer of an 
“equalization fee,’ the purpose of which was to serve as a 
sort of compensation for the loss. It was truly an ingenious 
device, and the bill had strong support, yet when it was brought 
to a vote in Congress in the spring of 1926, it failed to pass. 
Undaunted by this defeat the supporters of the bill again 
brought it before Congress in a slightly modified form and 
in the spring of 1927 secured its passage. It was vetoed, how- 
ever, by the President and his veto was not overridden, 
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QUESTIONS, DISCUSSIONS AND REFERENCES 


1. What is meant by the expression “basic industry”? Why is agri- 
culture rightly regarded as our basic industry? 

2. Name the manufacturers that would suffer most if agriculture in 
the United States should decline. 

3. Comment on this statement by Theodore Roosevelt: “Our civiliza- 
tion rests at bottom on the wholesomeness, the attractiveness, and the 
completeness as well as the prosperity, of life in the country”. Are 
rural conditions im this State wholesome and attractive? 

4. England after the Industrial Revolution allowed agriculture to 
decline, relying upon outside countries to furnish foodstuffs for her 
people. Was her policy wise? If agriculture in the United States should 
be allowed to decline, to what countries would we look for food 
supplies? 

5. If agriculture in the United States should become a matter of 
large-scale production and should be carried on by great corporations 
what changes would take place in the character of the rural popula- 
tion? If one of the farming corporations had a capital of a billion 
dollars and tilled millions of acres of land and employed hundreds of 
thousands of people how would the social and economic life of its 
employees differ from that of the present day farmer? Is it desirable 
that American agriculture should become a large-scale affair? 

6. Comment upon the statement: Further irrigation projects would 
increase acreage but would not help the farmer. 

7. “The year 1862 was a memorable date im the history of American 
agriculture”. Explain. 

8. What section of the country supported the McNary-Haugen Bill? 
What sections opposed it? Explain. 

9. Compare the amount of corn produced in 1900 with the amount pro- 
duced in 1924. (Table 9.) Make similar comparisons for wheat, cotton, 
cane sugar, beet sugar, wool. 

10. In what year were our cotton exports the largest? Explain. 
(Table 7.) 

11. In what ways is the federal government assisting agriculture in 
this State? In what ways is the government of this State assisting 
agriculture? 

12, Give an account of the National Non-Partisan League. (Gras, 
422-423.) ; ; ; 

13. Number, Size and Value of American Farms: Jennings, 575-577. 

14. Irrigation and Dry Farming: Sanford, 322-344. 

15. Rural Life: Sanford, 362-377. 
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RECENT TENDENCIES 


“What constitutes a state? 
Not high-rais’d battlement or labour’d mound, 
Thick wall or moated gate; 
Not cities proud with spires and turrets crowned; 
Not bays and broad armed ports, 
Where laughing at the storm rich navies ride; 
Not starred and spangled courts, 
Where low-browed baseness wafts perfume to pride. 
No. MEN, high-minded MEN, 
Men who their putizs know, 
But know their ricuts and knowing dare maintain, 
Prevent the long-aimed blow 
And crush the tyrant while they rend the chain— 
These constitute a STATE.” 
Sir William Jones. 


The growth of our commerce and industry has now been traced from 
their small and rude beginnings in the seventeenth century to the 
splendid proportions which were visible at the close of the first quarter 
of the twentieth century. The story may fittingly end by taking a glance 
at the conditions which existed on the threshold of the second quarter 
of this century and considering briefly those aspects of the situation that 
seemed to reveal the most significant of present-day tendencies. 


THE TENDENCY TOWARD GREATER CONCEN- 
TRATION 


It was a fact of deep significance that at about the end of 
the first quarter of the twentieth century large numbers of our 
people seemed to be changing their minds about the trusts 
and to be looking upon monopoly with less disfavor than they 
had shown in previous years. Instead of clamoring against big 
business they seemed to be acquiescing in the new order which 
the forces of concentration were building up around them. 
Bigness, men began to say, does not necessarily mean badness. 
Big business had made us what we were and since it had done 
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so much for us why rail at it and seek to destroy it? Why not 
accept it as an evolution resulting from the natural operation 
of economic forces which seemed beyond the power of human 
control, and which perhaps it were wise not to attempt to 
control. And, for good or for evil, it was thus accepted by a 
great many people who in former years cherished bitter feelings 
toward it. Their acquiescence might be reluctant, and might be 
born of despair, yet it was nevertheless real. 

The attitude of the public toward the trusts was so tolerant 
and good-natured that the captains of industry and finance 
were encouraged to go ahead with their plans. Concentration 
moved forward with accelerated velocity. In three years 
(1923-1925) the capitalization of corporations jumped from 
forty-five billions to sixty billions. In the great cities large 
banks were merged with other large banks, with the result that 
the banking business of the leading financial centers was brought 
under the control of a few mammoth institutions. A number of 
baking companies consolidated their interests and built up a 
concern that baked the bread that was eaten on many millions 
of tables. One milk and ice-cream company extended its holdings 
until it was selling its products in more than 1600 cities located 
in thirteen States, operating from New York westward to 
Nebraska and southward to Tennessee. One public utility com- 
pany spun its web until it had a network of wires that could 
furnish light and power to a score of millions of people in the 
Middle West. And thus it was in almost every department of 
our industrial life: in almost every line of business the organizer 
of trusts was working with all his might and in most cases his 
achievements were marvellous. 

Consolidation was conducted upon such a grand scale that it 
seemed that some of the industries would be organized on a 
world-wide basis. Indeed, there actually appeared a combination 
of copper interests which transacted business in the United 
States and in Europe and which was generally regarded as a 
world-wide copper trust. And there was talk of a world-wide 
organization of the steel industry. In Continental Europe there 
was organized a cartel (the European name for trust) which 
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included the steel interests of Belgium, Germany and France, 


sale 


and the existence of this combine caused the iron and steel 


manufacturers of the United States to consider the question of 
establishing relations with the European cartel. It was admitted 
that there might be legal obstacles to the fixing of prices by 
such a cartel, yet it was the opinion of the chairman of the 
United States Steel Corporation,’Elbert H. Gary, that these 
obstacles might be cleared away. “If the necessity should arise,” 
he said when speaking on this subject, “it is thought the ap- 
proval of the public authorities of this country, if they were 
fully informed, might be obtained.” He .was justified in ex- 
pressing himself in this hopeful vein, for the Webb Act, passed 
by Congress in 1918, exempted export associations from the 
restrictions of anti-trust laws and gave the Federal Trade 
Commission power to supervise the activities of such associa- 
tions and it was through the permission of this Commission 
that the so-called “copper-trust” was enabled to fix a standard 
price for copper for the world market. If a world price for 
copper could be fixed, why not a world price for steel or for 
any other commodity? 

The Government was not only willing that big business 
should have a free hand in its trade operations abroad, but it 
was also inclined to be tolerant toward big business at home. 
Big banking was encouraged by the McFadden Bill, which 
Congress passed in 1927 for the purpose.of giving the national 
banks new privileges in the making of loans and allowing them 
greater freedom in the establishing of new branches. More im- 
portant was the policy of the Government in regard to railroad 
consolidation. It will be recalled that in 1887, when it was still 
fondly believed that competition between railroads in the mat- 
ter of fares and freight rates was possible, railroad consolida- 
tion was forbidden by law (p. 329). By 1925 all hope for 
such competition had vanished and the Government was actually 
encouraging the consolidation which under the Transportation 
Act of 1920 had been made lawful (p. 406). Moreover, it now 
seemed that public sentiment was favorable to the consolidation 
of the roads into a limited number of great systems. It was 
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thought that if the lines of a given region were organized so 
that they could act as a unit economies in operation could be 
attained and the public would partake of the benefits arising 
from the economies. Men who in 1904 rejoiced at the decision 
dissolving the Northern Securities Company (p. 378) were 
saying in 1925 that the very roads which were affected by that 
decision could be operated with better results for the public 
if their interests were merged and consolidated. The movement 
toward consolidation provided by the Transportation Act of 
1920 was slow because the owners of the roads were\slow in 
reaching the necessary agreements. But it showed such strength 
that it did not seem likely that it would be abandoned. On the 
contrary, there were indications that Congress would come 
forward with legislation that would promote the policy of rail- 
road consolidation. 


BORROWING AND LENDING 


Another highly significant fact observable at this time was 
that credit was holding a place in the business world of vastly 
greater importance than it had ever held before. That is to say, 
debt was becoming a vastly more important factor than it had 
ever been before, for where there is a creditor there must 
always of course be a debtor. In the financial management of 
the corporations credit more and more became a vital force. 
As the property of a company increased in value its bonded 
indebtedness was likewise apt to grow in the same proportion. 
For when a debt was paid off it became the practice to incur The Trend 
a new debt greater than the one that had just been absolved. Greater 
By borrowing larger and larger sums the business could be creait 
indefinitely expanded. In the case of the railroads bonds were 
sometimes issued—that is, money was borrowed—on a scale 
which in magnitude rivalled the financial operations of a great 
and powerful government. In its application the credit system 
was given free play, with the result that as wealth increased 
the volume of debt increased. Good use of the system had been 


made all along, but in the years following the World War 
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borrowing proceeded at a rate never before known. Within 
three years (1923-1926) the total of all forms of debt in the 
United States rose from $100,000,000,000 to about $122,000,- 
000,000. That is, to put the matter in one way, in 1926 the 
people of the United States were owing a sum that about 
equalled the entire wealth of the whole nation in 1906. Or, to 
put the matter in another way, we may say, that in 1926 the 
people of the nation were owing more than a third of what 
they were worth. And they were piling up their debt at the 
rate of something like $10,000,000,000 a year and were paying 
interest at the rate of about $20,000,000 every Laat in the year, 
Sunday included. 

One reason why the debts were increasing so fast was that 
instalment buying was becoming more common; almost every- 
thing was being sold on a plan of deferred payment, interest 
being paid of course on the portion of the debt that still re- 
mained due. In previous years the money lender was accus- 
tomed to think in terms of production; he lent his money 
chiefly for the building of factories and railroads, and for the 
equipment and extension of physical properties of various 
kinds. Now the system of credit was being brought into use 
for the financing of consumption as well as of production. The 
every day expenses of the household were carried into the field 
of finance. Automobiles, jewelry, radios, vacuum cleaners, 
washing machines, refrigerators, furniture, and even dishes 
and clothing, were bought on the. instalment plan. It was esti- 
mated that instalment selling in 1926 reached the sum of 
$5,000,000,000. Thus from this source of credit alone there was 
incurred a debt which on the average amounted to about $200 
for every household in the country. 

The chief support of the ever-rising mountain of debt was 
the banks—federal reserve banks, national banks, savings banks, 
trust companies, and private banks. How fast these institutions 
of credit were growing in power may be shown by two or three 
figures of banking statistics. In 1900 the total of all deposits 
in all classes of banks was $7,200,000,000; in 1910, $15,283,- 
000,000; in 1920, $37,215,000,000. That is, in ten years the 
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deposits more than doubled, while in twenty years they more 
than quintupled. When we consider banking power, the aggre- 
gate of deposits, banking capital, surplus, and note circulation— 
the growth of banking enterprise is even more striking. In 1915 
the full banking power of all classes of banks was about 
$25,000,000,000 ; in 1920, $50,000,000,000; in 1925, $60,000- 
000,000. And their power was being used in so many directions 
that bankers were fast becoming a dominating force in almost 
every line of business, At the beginning of the twentieth cen- 
tury men were accustomed to say that ours was a manufac- 
turers’ world because the manufacturers were then in the 
saddle. By 1925 it seemed that the banker was in the saddle 
and that America was a bankers’ world. 


fH TREND OF APFAIRS IN LABOR CIRCLES 


A portion of the banking power was passing into the hands 
of labor. For associations of workingmen were now venturing 
out upon the sea of finance, and were establishing banks whose 
capital was supplied by funds saved from the wages of toilers, 
and whose management was in most cases undertaken by the 
trade unions. The first labor bank was opened in Washington, 
D. C. in 1920. Six years later seventy-five of these institutions 
were in operation with a total capital of more than $10,000,000 
and with total resources of nearly $130,000,000. While these 
figures in themselves were small, indeed insignificant when 
compared with the total of banking resources, they were never- 
theless large enough to show that workingmen were capable 
of conducting important financial enterprises in a successful 
manner; for as a rule, the management of the labor banks was 
businesslike and sound. 

Besides investing their savings in the banking business work- 
ers were now buying more freely than ever of the stocks of the 
companies for which they worked, thus acquiring a greater 
share in the ownership of the plants and in the dividends which 
were paid. In 1927 there was published a list’ of twenty-four 


1See World’s Work for April, 1927, p. 582. 
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corporations which had a total of 324,000 employee stock- 
holders whose total holdings of stock amounted to $426,000,000, 
or about 5 per cent of the total stock of these companies. In the 
case of one of these companies—the United States Steel Cor- 
poration—54,000 employee stockholders owned stock amounting 
to $106,000,000, or nearly 9% of the total stock. All together 
employee stockholders in the United States possessed at this 
time something like $700,000,000 worth of stock in the com- 
panies for which they worked. These figures, like those relating 
to the labor banks, were in themselves tiny, for $700,000,000 
was hardly one per cent of our corporate wealth. Yet the move- 
ment toward employee stock ownership was gaining such head- 
way that it was causing many persons to believe that a new 
era in our economic history was being ushered in and that the 
common man was about to rise to a new high level. For if the 
movement continued to gain strength it would only be a question 
of time when every worker would be a capitalist and when the 
wage-earners would be the virtual owners of the factories in 
which they worked, just as in former times the craftsman was 
the owner of the little shop in which he worked. Thus to the 
minds of many enthusiastic observers stock ownership was 
foreshadowing an era of true industrial peace and was pointing 
the way to an industrial democracy that would be worthy of 
the name. Such an optimistic outlook of course necessarily par- 
took of the nature of prophecy. No man could foresee the out- 
come of such a movement, for it was entangled with problems 
es . that involved the whole economic structure of society. 
ae While such Close relations between labor and capital were 
being established, while workingmen themselves in large num- 
bers were becoming capitalists, it was to be expected that there 
would be peace in the labor world. And broadly speaking there 
was peace. There were still some strikes—in the coal industry 
there was serious unrest—and between trade unions and em- 
ployers there was a mild contest going on relating to shop 
management, but regarding the country as a whole it could be 
truly said that employers and employees were moving along in 
a way that seemed to be growing more and more friendly. The 
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workers “gratified with high wages, filling savings-bank coffers, 
buying homes, disporting themselves in motor-cars, regaling 
themselves with radios, ready to buy corporation stock and 
eager for dividends” seemed disposed to abandon the old time 
struggle and to forget the old quarrels. Likewise employers, in 
their dealings with their workmen seemed to be adopting a 
give-and-take policy that would make for peace and mutual 
confidence. 


DAP ACTIVITIES OF GOVERNMENT 


And what, during these last days was government doing in 
the realm of commerce and industry? On the face of things it 
was busy enough with tasks that affected our economic life. In 
the case of the federal government hundreds of millions of 
dollars were being spent annually upon activities that were not 
of a strictly political character. “The federal government” said 
a report of the National Industrial Conference Board, “builds 
and constructs ditches, canals, drains, dams, tunnels, roads, 
telegraph lines, power plants, etc. It analyzes, inspects and tests 
mineral waters, cotton, insect powder, bacteria, foods and drugs, 
etc.; it engages in researches of practically every variety and 
description. . . . It conducts campaigns against contagious 
diseases of both man and beast; it inspects regularly the loco- 
motives of steam railroads of the country, and tests weights 
and measures, chronometers, etc.; it conducts elaborate scien- 
tific experiments. In the field of marine transportation, the 
functions performed by the federal government are multi- 
tudinous and varied, such as preserving the life history of every 
American ship from the moment its keel is laid, inspecting 
passenger quarters and motor boats, keeping a record of ships’ 
mortgages and blueprints of ships’ boilers, policing fishing 
fleets, studying the tides, guarding against shoals and sand bars, 
etc. The United States Government maintains many fish hatch- 
eries and materially assists in providing a plentiful supply of 
fish. The list of its activities may be extended almost ad infimi- 
tum.” And the list from year to year was growing longer 
and longer. 


Non- 
Political 
Service of 
Govern- 
ment 


The 
Tendency 
Toward 
Federal 
Bureau- 
cracy 


There were critics who contended that the list was already 
too long and who deplored the practice of increasing the power 
of the federal government by adding to its functions. Wise 
statesmen declared that the multiplication of federal bureaus 
and commissions would result in the building up at Washington 
of a dangerous bureauracy. Without doubt there was a tendency 
in that direction. But it was a movement that could not easily 
be checked. The tasks that were assigned to the federal govern- 
ment were in most cases the kinds of tasks that could not be 
performed in a satisfactory manner by a State government. 
The federal water power commission (p. 372) was established 
because the problems of hydro-electric development could not 
in all cases be solved by State action. Aviation must have the 
directing hand of a single government (p. 412) otherwise at 
each crossing of a State boundary the aviator would encounter 
a new set of regulations. If aviation could not be made the 
subject of State control much less could wireless telephony be. 
Accordingly, when it became necessary to make rules for the 
control of the ether the matter was put (in 1927) in the hands 
of a federal Radio Commission. And so it was in the case of 
most of the new tasks that were being imposed upon the fed- 
eral government; the trend was toward centralization of au- 
thority at Washington because in governmental as well as in 
economic matters centralization was the order of the day. 
That the tendency was regrettable was the opinion of almost 
every one who wished to preserve the old time relations between 
the State and the federal government. For it was feared that 
if the powers of the State are not preserved in their ancient 
vigor there would gradually be established a federal bureauracy 
which in the course of time would convert America into the 
greatest autocracy ever known to men. 

Although government with its laws and regulations and with 
its bureaus and commissions was concerning itself in one way 
and another with the affairs of almost every branch of commerce 
and industry, it refrained from engaging directly in business 
enterprises of its own and studiously avoided entering upon 
schemes that involved public ownership. In keeping its hands 
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off business it was responding to the demands of the let-alone 
policy which now seemed to be approved by the people and 


which was certainly the guide of our statesmen. Here was the 
most significant fact of our social and economic life: during 
these last years the pendulum of public opinion was moving 
toward laissez-faire. In the earlier years of the century we saw 
it moving away from that doctrine (p. 420), but after the 
outbreak of the World War it began to swing back and by the 
beginning of the second quarter of the century it had reached 
a point which seemed to denote that the let-alone policy was 
entirely acceptable to the American people. Law-makers and 
government officials high and low, federal, State and local, were 
then saying: “That government is best which governs least; 
let things alone and in some way all will come out right.” Of 
this tendency there were evidences enough. In cities the move- 
ment for the municipal ownership of such public utilities as 
water, gas, electricity and transportation was. losing the strength 
which it had acquired back in the progressive days. At State 
capitals the lawmakers in most cases were extremely slow in 
voting for any measure that threatened to interfere with the 
free play of private enterprise even though it might be the 
kind of measure that a dozen years before would have been 
supported on the ground that it was designed for the public 
good. At Washington, too, the favorite slogan was “keep the 
Government out of business.’’ Whether the pendulum would 
move even further toward laissez-faire or whether it would 
presently be swinging in the opposite direction men of course 
could not say, but of one thing they were certain: it would not 
remain forever where it was. For, as we learned at the be- 
ginning of our story (p. 9), the relation of government to the 
economic world is a changeable and shifting affair and the 
question “what things it is best that the government shall do 
and what things it is best that government shall let alone” is 
the question of the ages, one that is always being asked and 
that never receives an answer that is final. 
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TABLE 1 


TERRITORIAL EXPANSION OF THE UNITED STATES 


(Showing the source of the several accessions of territory exclusive of our island posses- 
sions, the dates, the price, number of acres, and the price per acre.) 


Source Date Price Price per| Number of 
acre acres 
British treaty, original States.......... 1 ote Pome Nev clin, a cr soacd ech ae e 400,804,533 
British treaty, Northwestslerritory 7.2) 1783. jie» sccnetsote)| csareceiass one 170,161,867 
Louisiana purchase from France....... 1803 $15,000,000 $0.028 529,911,680 
Florida purchase from Spain........... 1819 5,000,000 +14 46,144,640 
Texas ANIVEKA TOM feretelc siecle srersiiohevenelevsrane SASS, Wercrs ne tecnt aheutiereluebebeverarntee: 249,066,240 
British treaty, Oregon....... wage san on TSAGet ey rnnrs CG er el ee ekae eae 183,386,240 
Mexican treaty, Mexican cession....... 1848 15,000,000 +044 338,680,060 
Gadsden purchase, Mexico............ 1853 10,000,000 +52 18,988,800 
Motalacreageiol United States proper sins ic. ¢ sil arsine ola eve =| sre ln ove ls ai I,037,144,960 
Alaska purchase from Russia.......... 1867 7,200,000 -O19 378,165,760 
“otalacteage including Alaskajcsceccsae || «tere wise iensilis sce ee. ovshe teve alllscoye ey arepe 2,315,310,720 


The Louisiana Purchase approximately doubled the then area of the 
United States and carried the then western boundary from the Missis- 
sippi to the Rocky Mountains. Out of that area were formed the States 
of Louisiana, Arkansas, Missouri, Iowa, Minnesota, Nebraska, Kansas, 
Oklahoma, and a large part of North Dakota, South Dakota, Colorado, 
Wyoming and Montana. In the first bill for the annexation of Texas 
there was a provision to waive her right and cede her lands to the 
United States, but this bill failed of passage; and in the second bill, 
which was successful, Texas retained title to all her lands; but disputed 
portions of its territory became parts of the States of New Mexico, 
Colorado, and Wyoming. We later paid Texas $10,000,000 to surrender 
its claim to an extensive region in the territory of New Mexico after 
the same was received from Mexico. This particular area comprised 
170,173,440 acres. 

The Oregon settlement cdme in 1846, adding 183,386,240 acres, and 
reaching the north shores of the Pacific. From this were later carved 
the States of Washington, Oregon, Idaho, and parts of Wyoming and 
Montana. This additional area rounded out our possessions and com- 
pleted the full sweep to the Pacific Northwest. 

In 1848 we acquired the Mexican cession, comprising the great areas 
of California and New Mexico. The latter territory was later divided 
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into the States of Arizona, Nevada, Utah, and parts of New Mexico, — 
Colorado, and Wyoming. This completed our onward march to the 
Southwest Pacific. , - = 

In 1853 the southern border was pieced out with a strip known as the 
Gadsden Purchase, which forms a part of the south end of Arizona and 
New Mexico, adding 29,142,400 acres, at a cost of $10,000,000. _ 

Alaska was purchased in 1867 from Russia for $7,200,000. This added 
‘378,165,760 acres. . 


TABLE 2 ; 


DATES OF ORGANIZATION OF STATES AND TERRITORIES 


Date of Date of 
State Organization State Organization 

Territory] State Territory} State 
New Hampshire: | sneieasraell otter Arkansas..... 1819 1836 
Massachusetts. an| cess te] /sterternerete MEOH osu 1805 1837 
Whoderisland eects | eceicren loridaramas rae 1822 1845 
Connecticutte se «| ech Seeker "TEXAS a6.2.) a uicinchals sptcloeters 1845 
News Y orler tacos poke seete rail oe sien ore Iowa Suet ARsieys) 1846 
INeweJersey J3ce TIM. oe ee ell ase eretoc Wisconsin......| 1836 1848 
Rennsyivanianeee) ane eeeeete Calitormiaa)elaeto4 7, 1850 
Delaware: jac. she heel see ee Minnesota...... 1849 1858 
Maryland ix cae ae leper etet| oeesmererae Oregons... eae 1848 1859 
Virginia see eral ocr heer Kansas. . 1854 1861 
North Carolinas eeesanll ieee West Virginia 225.495 seer 1863 
Sottehy Carolinas meer seesas | een e Nevada ieaemaace 1861 1864 
Georgia 2. earcc 6 ace nee |e eee Nebraska.......| 1854 1867 
Vermont -pramerac |: acento 1791.44 Colorado seer 1861 1876 
Ween tuck yiveee onl aterm ne 1792 ||North Dakota...} 1861 1889 
Tennessee.... 1790 1796 ||South Dakota...| 1861 1889 
OhiozAe an eee 1787 1803 ||Montana....... 1864 1889 
Louisiana....... 1804 1812 ||Washington..... 1853 1889 
indiana eee 1800 TS LOM || Laahoereen ewer 1863 1890 
Mississippi...... 1798 1817 ||Wyoming....... 1868 1890 
Dlinoiseyeee ieee 1809 T8195. -| Uitahmeese ree 1850 1896 
Alabama....... 1817 1819 ||Oklahoma...... 1890 1907 
Maines carne eres 1820 ||New Mexico....| 1850 IQI2 
Missouri..... 1812 L827 Arizona cena 1863 I9I2 
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TABLE 3 
POPULATION OF CONTINENTAL UNITED STATES! 

Year Population Year Population Year Population 
T7005-2%- 3;929,214 1872... 40,596,000 ||1898..... 72,947,000 
TOOOYe wae 5,308,483 ||1873..... 41,677,000 ||1899..... 74,318,000 
TORO meee 7220 Olan || OAc sce 42,796,000 
TO 2Onet ae 9,638,453 EQOO eres 76,129,408 
TOGO eee 12,866,020 LOOT Anas 77,747,402 

EY Aeris bet 951, 
TS40n me: 17,069,453 1856 Sar: Bea one 1902..... 79,305,396 
1850.....{ 23,191,876 ||#877-----| 45353,000 |17302°""""] go'goe's84 
Aa Rae BY egeeo 1873.87 47,598,000 ||1904----- ACO 3E4 
Be tae epee IEP aE pepe cesene 1900 eee eee: 
TS53mere. 25,615,000 TQOO ne 837, 
HASIEY be 5. Gane 26,433,000 ||1880..... 50,155,783 |/1907..... 87,445,366 
1881..... 51,316,000 ||1908..... 89,073,360 
1855..... 27,256,000 ||1882..... 52,495,000 |/tg09..... 90,691,354 
TSSOsee. 28,083,000 |/1883..... 53,693,000 
185720. 28,916,000 ||1884..... 54,911,000 |\tg910..... 92,267,080 
TOSSaae- 29,758,000 1OLT 4.7. 2 93,682,189 
T8502... 30,596,000 |I7885..... 56,148,000 ||19I2..... 95,097,298 
BOSOn tee 57,404,000 |/1913..--- 96,512,407 
1860..... 31,443,321 |/1887..... 58,680,000 |/I9I4..--- 97,927,516 
1861..... 32,064,000 |/7888..... 59,974,000 - 
1862..... 32,704,000 |/1889..... 61,289,000 ||I9I5----- 99,342,625 
1803.00. 33,365,000 I916..... 100,757;735 
1864"... . 34,046,000 1890 62,947,714 a! a toe eee ste 
soo Oe D475 I9I8.....| 103,587,9 
SOU 63,844,000 |l;gr0._... 105,003,06 
ee es FOO2tE 65,086,000 ae, pi 093 
TSO 36,211,000 1893..... 66,349,000 |lr920..... 106,418,175 
T868..... 36,973,000 ||1894---- 67,632,000 |Iroar..... 107,833,284 
EDs one 37,750,000 ; e 1O22 aren peas 
TSO os altar 934,000 ||1923..... 110,663, 50: 
ES 7 Och 38,558,371 ||1896..... 70,254,000 |/1924..... 112,078,611 
Alicea 39,555,000 ||/1897..... 71,592,000 |/1925..... 113,493,720 


1The figures in these Tables are taken from Statistical Abstract of the United States, 1924. 
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Period or 
Year 


182I—1830.. 
1831-1840. . 


1841—-1850.. 
1851—1860.. 
1861—1870.. 
1871—1880.. 


1881—1890.. 
1891I—I900.. 
IQOI-IQI0.. 
IQII—1920.. 
1900-1904... 
1905-1909... 


I9IO-I9Q14.. 
IQI5—IQ19Q.. 


TABLE 4 
IMMIGRATION! 

Number Year Number Year 
143,430) E979 ees 177;520ui|1OO2e5 poe 
599,125 ||1880....... 457,257 ||1903. 
15713251 \ Loot eee 669,431 ||1904. 
2,511,060 ||1882....... 788,992 ||/1905.. 
2537727 On| Loose 603,322 |/1906. 
2,812,191 ||1884. 518,592 ||1907 
5,246,613 |/1885....... 395,346 ||t903.....- 
3,687,564 ||1886....... 334,203 ||1909-. 
8,795,386 ||1887. 490,109 |/1910. 
5,735,811 ||1888. 546,889 ||I9II 
3,255,149 ||1889....... 444,427 ||1912.....-- 
4,947,239 ||1890....... 455,302 ||1913 
5,174,701 ||189r. 560,319 ||19T4- 
1,172,679 ||1892. 579,663 ||1?72 
387,203 ||1893. 439,730 ||19! 
321,350 ||1894....... 285,631 oe 
404,806 ||1895....... 258,5360| 2 ee ee 
459,803 ||1896....... 343,267 ene 
313,339 ||1897. 230,832 iON foc 
227,498 ||1898....... 229,299 |/1922....... 
169,986 |/1899....... 311,715 |l1g23....... 
141,857 ||1900.. 448,572 eae ok 
138,469 |/I901....... 487,918 llrg25... 


Number 


648,743 


857,046 
812,870 
1,026,499 
1,100,735 
1,285,349 


782,870 
751,786 
1,041,570 
878,587 
838,172 
1,197,892 


1,218,480 
326,700 
298,826 
295,403 
110,618 
141,132 


430,001 
805,228 
309,556 
522,919 
706,896 
294,314 


‘Before 1820 no regular census of immigration was taken. 
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TABLE 5 
GROWTH IN POPULATION OF LEADING AMERICAN CITIES 


(Population given in thousands; that is, o00 omitted) 


Cities 1840]1850|1860/1870|1880]1890|1900]1910 Betas e 
New York). 04.214... 312] 515) 805] 942/1206/1515/3437|4766|5620/6251 
Chicago pean. seer 4) 29] 109] 298] 503]1099]1698)2185|2701/2995 
Philadelphia, © o..0..- 220| 340| 562] 674 847 1046|1293]1 549 1823]1979 
Detroit: ac citer 9g} 21] 45] 79] 116} 205] 285] 465] 993|/1242 
@leveland’s77 och. 6| 17] 43] 92] 160] 261] 381] 560] 796] 936 
S bee OUTS fame wees eee 16] 77] 160] 310] 350] 451] 575] 687| 772| 821 
IBOStOne ee eet ace emia IOI] 136] 177] 250] 362] 448] 560] 670] 748] 781 
Baltimorenin.: oe si 1c: 102] 169] 212] 267| 332] 434] 508] 558] 733] 796 
JEAGmuCloybbyed the Gol act eee 21; 46} 49] 86] 156] 238] 321] 533] 588] 631 
Los Angeles.......... oes I 4 5] II] 50] 102] 319] 576|1222 
tia lOmerine 6 ayers 5 es 18} 42} 81] 117} 155} 255] 352] 423] 506] 538 
Dane Francisco... .- 4: ...-| 34) 56] 149} 233] 298] 342] 416] 506] 557 
IMT Watke@ity. oe. 6 = 2 I] 20] 45} 71] 115] 204] 285] 373] 457] 509 
Washington, D.C....} 23] 40] 61] 109] 177| 230) 278] 331] 437| 497 
INGuiehe loa foley cme oe 17| 38] 71] 105} 136} 181| 246} 347| 414] 452 
Cineinin aces ny sence ee 46] I15] I61| 216] 255] 296) 325] 364] 401] 409 
New Orleans......... go} I16} 168] 191} 216] 242] 287] 339] 387] 414 
IWMinneapolss. 2) os sc\> <2 -\0-- 2| 13] 46] 164] 202] 301] 380] 425 
iKansasi@ity. Nias abel. se cil 4| 32] 55] 132] 163] 248} 324] 367 
SCN Gs \ aia Beisel ex “aca ieee ene 3| 42] 80} 237| 315] 411 
iradianapolisees 4... 2 8} 18] 48]! 75] 105} 169} 233] 314] 358 
WerseyaCity. 1 Noses tenet 6} 29} 82] 120] 163] 206] 267] 298) 315 
Rochester............| 20] 36] 48] 62] 89] 133] 162] 218] 295] 316 
Bontlandm@Orerien 2. fei cee lect 2 8| 17] 46] 90] 207] 258] 282 
ID Ecchi Gc Ss ee 5 ial sed 4 4| 35] 106] 133] 213] 256] 280 
floledompere aan eas: I Biet3 ist a SOs Siletat| 169| 243) 257 
ProvidenCeins) acto 23; 41] 50| 68] 104] 132] 175] 224] 237| 267 
Columbus, Ohio...... 6| 17} 18} 31} 51] 88] 125] 181] 237) 279 
ouisvilletwer., dads sh 21| 43] 68] 100] 123] 161] 204] 223] 234] 259 
Stem atilin ewe te tan ate sth Ij 10} 20] 41| 133] 163] 214] 234] 246 
Oaidan Gime an. a5 ere ol) cael es I} 10] 34] 48] 66} 150] 216] 253 
JANIS Ra sale) coyie Chena PEA * eral eels 3) Io} 16} 27] 42] 69} 208] 225 
PN Glamitbaermen earner eas 2 g| 21} 37) 65] 89] 154} 200] 227 
@inahaemre a eee te n cages haa I} 16] 30] 66) 102] 124] I9gI| 211 
WORCESL CT rarer ene ayeeuei 7| 17] 24) 41} 58} 84} 118] 145) 179] 192 
Binminoiaiide ames etal ste (ere ele aces eee 3] 26] 38] 132] 178] 205 
LA CUSER. cae mt wa ee 6| 22] 28] 43] 51] 88) 108) 137] 171) 182 
FRAGHINONG eevee rae 5. Boll 27 a7 Stl 63 81| 85] 127) 171) 186 
New Haven.......... 12| 20] 39] 50] 62] 81] 108/ 133] 162] 178 
MWiemipiss ain: es swee ss usa 8] 22| 4o] 33] 64] 102] 131] 162] 174 
SanwAntoniOn, . 2.456.) BA aa 8| 12] 20] 37] 53] 96] 161] 198 
Te) call ev chreet hey ctna suckle edocs -catiecoslocedlees lb ate Sl 4A) sop aibtl) iey 
Dayton Ohio. 2% 2... 6| 10] 20] 30] ~38] 61] 85] 116) 152) 172 
IBrdeeportan > acies ss 2 7| 13] 18] 27] 48] 70} 102! 143] 152 
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TABLE 5 (Continued) 


GROWTH IN POPULATION OF LEADING AMERICAN CITIES 


(Population given in thousands; that is, 000 omitted) 


Q| 16) 27 
S7le421 853 
35) 45175 
16} 32] 60 
33] 51} 78 

8) 15] 33 
26| 33) 44 


Cities 1840|1850/1860 
leloybeinory INOS o 5 neon eles salles oc 4 
Hartford: (eens Olt 120) 
SCrantonrrcc 14 esacev| ew foe 9 
Grand: Rapidsria: sien | peer 2S 
Batersom: Sacjirentartc 7| II} 19 
AGoreia EWN GMerec Choe dino alla ¢ 2 
Springfield, Mass.....} 10} II} 15 
Des Moimess matics aaelee selene 3 
New Bedford......... a] 8G) ee 
Halleiviernsmcnr yee 6) ahr ra 
ATEN tOn cere ee A) eele7, 
Nashiyilleteaeueaeee 6} Io} 16 
Salt Wake) City ceaecuseol eee le ee 8 
Camden, IN.c)] eee core 3| 9rd! 
Nortolle, atisccncmnoeks are lncete | Cees 14 
AID AILY Sisstesusasyc rere eae 33) 50] 62 
Lowell vec iencrthen onion 203 eso 
Wilmington, Del...... 8 ees eee 
Cambridge, Mass..... 8} 5} 26 
Readiness alata ee Sirs |ees 
FortawVorthy Lex. reise cater ce hae 
Wonkers- NY tan aenene | coeliac 
IDEN n, WMbbatal, OSH odlleecallnas = rae 
Hirien Paster Scneteercny leer eee 9 
Blinta Michte eee pers | see 2 
TulsanOllare eet necks | sean cee eens 


21; 26) 40 
26] 48} 74 
22) 290! 57 
25} 43) 76 
£2] 0944 
20} 41} 58 
19} 21) 34 
69/ 90) 94 
40) 59) 77 
30(e842 ae OF 
39)" 92/79 
33) 43) 58 
6| 23 

ie}! 2%) 

ick (eee 33 
19} 27] 40 
Sig Oia 


1870/1880] 1890] 1900] 1910} 1920)1925 
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TABLE 6 


EXPortTs AND IMPORTS 


(All figures in thousands of dollars; that is,o000 omitted) 


Exports 


20,205 


19,012 
20,753 
26,110 
33,044 
47,990 


58,575 
51,295 
61,327 
78,666 
70,972 


93,021 
71,957 
55,800 
77,699 
95,566 


101,537 
108,343 
22,431 
52,203 
66,758 


61,317 
38,527 
27,856 

6,927 
52,558 


81,920 
87,672 
93,281 
79,143 
69,692 


54,496 
61,350 
68,326 
68,972 
90,738 


Imports 


23,000 


29,200 
31,500 
31,100 
34,600 
69,756 


81,436 
75:379 
68,552 
79,069 
91,253 


II1,364 
76,333 
64,667 
85,000 

120,600 


129,410 
138,500 
56,990 
59,400 
85,400 


53,400 
77,030 
22,005 
12,965 
113,041 


147,103 
99,250 
121,750 
87,125 
7454509 


54,521 
79,872 
72,481 
72,169 
90,189 


Exports 


72,891 
74;310 
64,021 
67,435 
71,671 


72,296 
81,521 
87,529 
102,260 
115,216 


124,339 
111,443 
104,979 
1E2,252 
123,669 


111,817 
99,878 
82,826 

105,746 

106,040 


109,585 
156,742 
138,191 
140,351 
144,376 


188,915 
166,984 
203,489 
237,044 
218,910 


473 


Imports 


78,094 
71,333 
81,020 
67,089 
62,721 


95,885 
95,122 
101,048 
108,610 
136,764 


176,579 
130,473 
95,970 
156,497 
98,259 


122,958 
96,075 
42,433 

102,605 

113,184 


117,914 
122,424 
148,639 
141,206 
173,510. 


210,771 
207,440 
263,777 
297,804 
257,809 


310,432 
348,428 
263,339 
331,333 
353,616 
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TABLE 6 (Continued) 


Exports AND IMPORTS 


(All figures in thousands of dollars; that is, 000 omitted) 


Exports 


219,554 
190,671 
203,964 
158,838 
166,029 


348,860 
294,506 
281,953 
286,118 


392,772 


442,820 
444,178 
522,480 
586,283 
513,443 


540,385 
602,475 
694,866 
710,439 
835,639 


902,377 
750,542 
823,839 
740,514 
742,190 


679,525 
716,183 
695,955 
742,401 
857,829 


884,481 


Imports 


289,311 
189,357 
243,336 
316,447 
238,746 


434,812 
395,761 
3571436 
417,506 
435,958 


520,224 
626,595 
642,136 
567,406 
533,005 


460,741 
451,323 
437,052 
445,778 
667,955 


642,665 
724,640 
723,181 
667,698 
577:527 


635,436 
692,320 
723,957 
745,132 
789,310 


844,916 
827,402 
866,401 


882,607 . 


1,050,994 
1,231,482 
1,227,023 
1,394,483 


1,487,765 
1,381,719 
1,420,142 
1,460,827 
1,518,562 


1,743,865 
1,880,851 
1,860,773 
1,663,011 


1,744,985 


2,049,320 
2,204,322 
2,405,884 
2,364,579 
2,768,589 


1,852,863 


5,482,641 
6,233,513 
6,149,088 
7,920,426 
8,228,016 


4,485,031 
3,831,777 
4,167,493 
4,590,984 


Imports 
654,995 
731,970 


779;725 
764,730 
616,050 
697,148 
849,941 


823,172 
903,321 
1,025,719 
991,087 
1,117,513 


1,226,562 
1,434,421 
1,194,342 
1,311,920 
1,556,947 


1,527,226 
1,653,265 
1,813,008 
1,893,926 
1,674,170 


912,787 


2,391,635 
2,952,468 
3,031,213 
3,904,365 
5,278,481 


2,509,148 
3,112,747 
3,792,066 
3,609,963 


> 


APPENDIX A 475 
TABLE 7 


Exports OF AGRICULTURAL PRODUCTS 
(All figures in thousands of dollars) 


Meats ; 
Year and meat Corn Wheat Wheat Cotton 
products flour 

SOO Meee leceer ke rorte || oa sare fees [sk gnarn) akc s ose’ oi omelet 5,000 
MOM Owen ee vemeelenonsis face secs: « LESTE TSH Poach ge Ac acne 6,846 15,108 
UGHOs 5.0.0 8.06 Stal auretduip rere 331 17 5,297 22,309 
UOCOMME Me sitchen, one a: 225 46 6,086 29,675 
FG A Oven Miter dy) cralowerint Sy ota. 338 1,635 10,144 63,870 
SS Ope eeers Cihrel|(enarce tiene a6 0. 3,892 644 7,099 71,985 
1855 15,558 6,962 1,329 10,899 88,144 
1860 14,224 2,400 4,077 15,449 91,807 
MOO Swit satin + 35,072 3,687 19,398 27,507 6,837 
TS 7Onae 2 «et 21,396 1,288 47,171 21,170 227,028 
ike A dolocka ee ater 30,085 7,459 45,143 24,083 218,327 
TST 2iaee oaths: 55,007 23,984 38,915 17,956 180,685 
Tkoy Ae to aieue Cabiare 71,428 23,795 51,452 19,382 227,243 
1 CS ¢: Ra eae oe 70,540 24,770 101,421 29,258 211,224 
1875...--.--. 67,955 24,457 59,608 23,712 190,639 
TOV OR erase eicss 78,922 33,265 68,383 24,433 192,659 
Role G/eteacte caper 101,458 41,621 47,136 21,664 171,119 
RS 7S) tis 350% 106,822 48,030 96,872 25,096 180,031 
1(0}7 KS Sn Sree 101,920 40,655 130,701 29,568 162,304 
ME SOs ta rs 113,770 53,298 190,546 351333 211,536 
US OTer ee ye 134,254 50,703 167,698 45,047 247,696 
TSS 2 tere cite) aes 105,168 28,846 112,930 36,375 189,813 
1883......... 95,971 27,756 119,879 54,824 247,329 
ROSA Meare: 99,235 27,648 75,027 51,140 197,015 
fete joa Gee ae 93,665 28,004 72,933 52,146 201,962 
iiekekOeawian oo HS 123,883 Bow 50,263 38,443 205,086 
MOO ymeacne see 129,692 19,347 90,716 51,950 206,222 
Litstele cca She Bed 130,769 13,356 56,241 54,778 223,017 
1889......... 93,914 32,982 41,653 45,296 237,775 
TSQO eer a etik, 123,880 42,658 45,276 57,036 250,969 
LiCLOW deselect ane Pet 129,995 17,653 51,420 54,706 290,713 
Teo Fs o's bed ods 130,882 41,590 161,399 75,362 258,461 
MOOS pecs acme 130,312 24,588 93,535 75,494 188,771 
TOOA er eiclcne lee 137,049 30,211 59,409 69,272 210,869 
Tits jog Sole eens 128,622 14,651 43,806 51,652 204,901 
ROOOR MRL. ot cs 127,078 37,837 39,710 52,025 190,056 
SO 7icta ine 128,998 54,087 59,920 55,914 230,891 
T8082... - Hee 158,245 74,197 145,685 69,264. 230,442 
SOO sere 167,879 68,977 104,269 73,094 209,565 
KOO Vosasouugs 175,227 85,206 Tia 237, 67,761 241,833 


476 RISE OF AMERICAN COMMERCE AND INDUSTRY 


TABLE 7 (Continued) 


Exports OF AGRICULTURAL PRODUCTS 
(All figures in thousands of dollars) 


Meats Wheat 
Year and meat Corn Wheat fl es Cotton 
products eae 
LOQI ie. ots 187,556 82,528 96,772 69,459 313,673 
TOO2%. coeencen 192,757 16,186 112,875 65,662 290,652 
TQO3 "sacra cede 175,064 40,541 87,795 73,750 316,180 
LQO4 Gis wise aren 170,439 30,071 35,850 68,895 370,811 
TQOSfaveaicntes 165,110 47,447 3,906 40,176 379,965 
TQOG yr ererererctog 202,237 62,062 28,758 59,107 401,006 
TQO 75 heres 195,759 44,262 60,214 62,175 481,278 
1908......... 187,848 33,942 99,737 64,171 437,788 
TOOQs a areuetenetns 163,022 25,194 68,094. 51,157 417,391 
MOM ok dacs Gn 128,382 25,428 47,807 47,621 450,447 
TOL eect AO LOO 35,961 22,040 49,387 585,319 
LOL2 spettoevehec: 151,998 28,957 28,478 51,000 565,849 
TOUS sercteyecelets 150,663 28,801 89,036 53,172 5471357 
I9I4.....---. 143,262 7,008 87,953 54,454 610,475 
I9I5...++--- 205,786 39,339 333,552 94,869 376,218 
LOU ogecsss 266,642 30,781 215,533 87,338 374,186 
IQI7.....-.-.| 353,813 72,497 | 298,180 93,198 543,075 
TOLS Sareveiictore 593,925 75,306 80,803 244,861 665,025 
TOTO opaevone) ans 1,014,166 18,624 356,898 293,453 1,137,371 
LQ20 nae neers 463,257 26,454 596,975 224,472 1,136,409 
TO2 Tes peur 298,213 92,767 433,053 117,698 534,242 
TQ22 5 heehee 252,662 115,095 206,338 85,483 673,250 
TO23 ieee ha OOS CO 36,806 116,490 88,151 807,103 
LQ2A aed a eee 70023 17,825 237,114 91,210 950,581 


ee 
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TABLE 8 


EXPorTs OF COMMODITIES OTHER THAN AGRICULTURAL Propucts 
(All figures in thousands of dollars). 


peewee se pees le coo} oe | ge) &8 
gue | 543 e3 ao £9 aq EBs 
Bea | yon) sa-| #4 | 84 | Be | 82s 
ee5 | so3 Q5 3 Q's gk 2 EO 
Saeed ee) Nh Cala BB | es 
Seal. 3 ae Epes ee: a | <4 | 83 
52 Rholta Me doM stir’ |ilateiie foiietea)jeite |eMeliolvaWalrs: «teplissveltahel site. tote lla: tens fersewalielie:l|is. eile vohulins ake 
92 D7 ers on emetea ene aches sia oh saetienseeelistl te tls Ce lhcente II 
47 19 SHEP |e Scoop lmao aercab| las mla-cn 29 
323 37 207 Omleiat et: ieeclibetel ere aoipaee 5I 
1,128 87 2.OO On emia: By 550 Mente: 74 
1,954 105 ERD || dS SHOE Pig [eve | abivita. A Ghote 96 
3,804 GOTH) 10,086" |e... 2 - RS Si7allices Cite eiete 291 
5,870 TOO4M MLO, O48 Uerrt.c et TO; 3 Saal eaeeetecneic 817 
11,227 992 | 18,424 | 9,695 | 3,452 1,396 1,282 
13,483 505 | 13,096 | 30,432 3,787 1,068 977 
21,190 188 | 12,535 | 34,923 | 3,558] 1,071 765 
11,464 ESO) 445779 | 31,751-)) 2,304.1" 1,547 1,420 
13,655 89 | 18,258 | 39,041 2,948 | 2,586 1,652 
15,098 357 | 20,506 | 39,146 | 3,096 | 3,090 1,694 


14,717 793 | 15447 | 34,291 9,981 2,246 1,407 
16,609 825 | 17,717 | 37,250 | 13,571 2,400 1,558 
20,748 659 | 22,502 | 48,103 | 13,223 2,976 2,832 


22,827 1,404 | 24,253 | 40,998 | 12,951 3,884 3,508 
21,910 2,665 | 22,570 | 41,800 | 11,885 3,443 3,026 
16,592 5,447 | 19,773 | 44,354 | 11,837 2,562 1,865 
15,746 | 2,603 | 19,385 | 44,340 | 13,960 | 2,367 1,928 
15,599 2,034 | 18,614 | 41,965 | 14,929 2,138 2,107 
17,763 3,813 | 21,036 | 41,260 | 13,013 2,645 2,244 
21,156 2,349 | 25,273 | 44,831 | 10,213 3,624 3,091 
251542 2,349 | 26,594 | 44,659 9,999 3,859 4,747 


28,910 5615. | 23,996 | 46,150 | 13,605 3,219 4,905 
28/801 Bae 23,865 | 39,704 | 13,226 3,795 3,266 
30,106 | 4,526 | 24,396 | 37,575 | 11,809 | 4,657 2,577 
29,220 | 19,697 | 25,076 | 37,084 | 14,341 5,028 3,351 
32,001 | 14,469 | 25,302 | 41,498 | 13,790 5)413 2,385 
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TABLE 8 (Continued) 


Exports oF COMMODITIES OTHER THAN AGRICULTURAL PRODUCTS 


(All figures in thousand of dollars). 


aR n > n n = n g 

o — — oO i- 

ge Soe) SS 3 4 eZ bo G 
woe Oroes q ow a 5a ia 

rm p wa oP pa oO 

lee are a ee as ee a aye 82 aq aod 
Hau woe | 2s aa 64 BS | SEB 
aq 4 aS 2 Ei gH Og see Dae 

3 og Ba m a bo (Qe 

9S oy x < a5 
4H 818 A g oO q ae ‘on 


1896.|. 41,161 | 19,720 | 29,151 | 56,262 | 16,837 pa tery 4,786 
1897.| 57,498 | 31,621 | 35,680 | 56,463 | 21,038 5,241 9,952 
1898.| 70,407 | 32,181 | 34,323 52,782 17,024 7,610 10,271 
1899.) 93,716 | 35,984 | 38,227 | 51,070 | 23,557 | 12,432 9,860 
1900.| 121,914 | 57,853 | 45,578 | 68,248 | 24,003 | 16,099 9,906 


I901.| 117,319 | 43,267 | 48,837 | 64,426 | 20,272 | 16,313 10,921 
1902.| 98,553 | 41,218 | 44,436 | 66,218 | 32,108 | 16,287 9,873 
1903.| 96,642 | 39,667 | 53,237 | 60,924 | 32,216 | 21,007 10,499 
1904.| 111,949 | 57,142 | 60,955 | 72,488 | 22,404 | 22,750 10,937 
1905.| 134,728 | 86,225 | 54,962 | 73,434 | 49,666 | 20,722 10,610 
1906.) 160,990 | 81,283 | 65,214 | 77,025 | 52,944 | 24,554 17,788 
1907.) 181,531 | 94,762 | 79,704 | 78,229 | 32,305 | 26,936 | 20,513 
1908.} 183,982 | 104,065 | 77,184 | 97,651 | 25,178 | 24,344 22,073 
1909.| 144,951 | 85,290 | 64,541 | 99,092 | 31,879 | 25,694 15,393 
1910.] 179,133 | 88,004 | 74,821 | 93,813 | 33,397 | 28,124 20,631 ~ 


IQII.| 230,725 | 103,813 | 87,702 | 92,698 | 40,852 | 35,973 30,535 
I912.| 268,154 | 113,959 | 92,868 | 105,641 | 50,770 | 35,640 42,633 
1913.] 304,606 | 140,165 | 111,253 | 129,667 |.53,744 | 40,572 54,580 
I9I4.| 251,481 | 146,223 | 99,723 | 145,361 | 51,467 | 31,966 51,676 
IQI5.| 225,861 | 99,558 | 48,904 | 128,782 | 71,973 | 10,305 85,108 
1916.| #624,088 | 173,946 | 59,572 | 160,663 | 112,053 17,611 167,74} 
I1917.|1,133,746 | 322,535 | 61,624 | 223,659 | 136,300 | 26,553 | 166,544 
1918.|1,124,999 | 268,983 | 81,062 | 289,040 | 169,378 | 35,077 | 157,177 
1919.| 968,520 | 130,301 | 133,630 | 327,034 | 273,116 | 44,896 | 261,658 
1920.|1,112,835 | 141,276 | 183,323 | 519,326 | 402,041 | 51,115 | 383,217 


1921.| 607,373 | 97,828 | 88,601 | 363,476 | 117,235 | 40,028 | 123,230 
1922.| 351,028 | 103,844 | 98,243 | 312,563 | 138,702 | 25,764 27 2 
1923.| 412,027 | 129,178 | 145,968 | 326,599 | 138,045 | 50,311 194,162 
1924.| 408,270 | 156,637 | 142,876 | 391,987 | 132,711 59,974 | 232,089 


APPENDIX A 
' TABLE 9 
PRODUCTION OF PRINCIPAL AGRICULTURAL PRODUCTS 
Sugar 
Year Corn Wheat Cotton 
(bales) 
Beet - Cane 
T,000 1,000 I,000 I,000 Thou- 
bushels bushels pounds | pounds |. sands 
TISKOIG) 4. ote laes ns atc Geel Fekoueea ae ORG ees ee acl eee (es Rae 154 
TMD. ...c.c5| Prete De Oe oc ORE ac (ee eee ena | Renee eae 286 
G2 OMT ee PEASY 18 Gg) oe. Sheds wge Ow mused oll au F eree oa 576 
HSROs carolld- 2 cron’ ae. cua he idestackeeeeora lene Neen aOeeanied Kee ieee erg 1,026 
1840. 377,532 SA 823 Shae sot ete « 120,851 1,635 
1850 592,071 HOOVA COmltpemrrnerretees 247,577 2,454 
IS Some Hoecen WeHeie Wlcticll Mcsteuosseatie ahince\N gem iaiierz sso 414,725 3,666 
1860. 838,793 P72, LOS pan iscsatcte in es 230,982 3,849 
1865. Mere erent amreee eS = cuens “11,200 2,269 
1870 1,094,255 | 235,885 806 | 87,042 | 4,352 
1871 991,898 230,722 178,304 2,974 
1872 1,092,719 | 249,997 156,352 | 3,931 
1873 932,274 281,255 1,120 | 134,832 4,170 
1874. 850,149 308,103 1,568 | 108,640 3,833 
1875. 1,321,069 292,136 142,242 4,632 
1876 1,283,828 289,356 224 | 172,480 4,474 
1877. 1,342,558 | 364,194 199,362 | 45774 
1878 1,388,219 420,122 159,042 5,074 
1879 1,823,163 | 499,893 448 | 250,880 | 5,755 
1880 1,717,435 498,550 2,688 | 178,872 6,606 
1881 1,194,916 383,280 285,302 5,450 
1882 1,617,025 504,185 1,120"|'171,076 6,950 
1883. 1,551,067 421,086 318,746 5,713 
1884. 1,795,528 512,765 1,198 | 302,944 5,682 
1885. 1,936,176 357,112 2,134 | 225,962 6,576 
1886. 1,665,441 457,218 1,344 | 302,754 6,505 
1887. 1,456,161 456,329 1,792 | 191,282 7,047 
1888 . 1,987,790 | 415,868 572 | 375,904 | 6,938 
1889 . 1,998,648 434,383 4,168 | 344,756 7473 
1890. 1,460,406 378,097 4,934 | 301,284 8,653 
1891 . 2,055,823 584,504 7,748 | 497,170 9,035 
1892. 1,713,688 527,987 12,004 | 370,580 6,700 
1893. 1,707,572 427,553 27,084 | 498,456 7493 
1894. 1,339,680 516,485 45,192 | 610,826 9,901 
1895. 2,310,952 569,456 45,006 | 729,394 | 7,161 
1896 . 2,503,484 544,193 65,452 | 543,636 8,533 
1897. 2,144,553 610,254 84,080 | 644,176 | 10,898 
1898 . 2,261,119 772,163 90,492 | 708,252 11,189 
1899 . 2,454,628 636,051 72,736 | 568,788 9,393 
1900 2,505,148 602,708 163,458 | 322,548 | 10,102 


479 


Wool 


I,000 
pounds 


259,153 
266,721 
272,191 
288,637 
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TABLE 9 (Continued) 


PRODUCTION OF PRINCIPAL AGRICULTURAL PRODUCTS 


Sugar 
Year Corn Wheat res Wool 
(bales) 
Beet Cane 
I901....| 1,613,528 788,638 172,164 | 623,772 9,583 | 302,502 
1902....} 2,619,499 724,808 369,212 | 728,650 | 10,588 | 316,341 
1903....| 2,346,897 | 663,923 | 436,812 | 745,806 | 9,820 | 287,450 
1904. ...| 2,528,662 596,911 481,208 | 556,140 | 13,451 | 291,783 
1905....| 2,748,949 726,819 484,226 | 829,990 | 10,495 | 295,488 
1906....| 2,897,662 756,775 625,842 | 781,204 | 12,983 | 298,915 
1907....| 2,512,065 637,981 967,224 | 544,320 | 11,058 | 298,295 
1908....| 2,544,957 644,656 927,256 | 788,480 | 13,086 | 311,138 
1909....| 2,572,336 700,434. 851,768 | 828,800 | 10,073 | 328,111 
I9IO....| 2,886,260 635,121 | 1,024,938 | 663,452 | 11,568 | 321,363 
IQIL....| 2,531,488 621,338 | 1,020,344 | 710,080 | 15,553 | 318,548 
I9I2....| 3,124,746 730,267 -| 1,199,000 | 721,748 | 13,489 | 304,043 
1913. ...| 2,446,988 | 763,380 | 1,385,112 | 325,147 | 13,983 | 296,175 
I9I4....| 2,672,804 891,017 | 1,466,802 | 601,075 15,906 | 290,192 
I9I5..--| 2,994,793 | 1,025,801 | 1,444,108 | 493,028 11,068 | 285,726 
I9I16....| 2,566,927 636,318 | 1,748,440 | 277,240 | 11,364 | 288,490 
TOU7Z eye 3,005,233 636,655 | 1,641,314 | 621,799 | 11,248 | 281,892 
I918....| 2,502,665 921,438 | 1,530,414 | 491,680 | 11,906 | 298,870 
LOLO Mer «2,011. 302 967,979 | 1,521,900 | 568,800 | 11,326 | 298,258 
1920....| 3,208,584 833,027 | 1,452,902 | 244,250 | 13,271 | 277,905 
192I....| 3,068,569 814,905 | 2,178,000 | 352,204 7,978 | 271,562 
1922....] 2,906,020 867,598 | 2,041,000 | 655,399 9,729 | 264,560 
1923....| 3,053,557 797,381 | 1,350,000 | 591,000 | 10,171 |: 266,830 


1924....] 2,436,513 872,673 | 1,762,000 | 324,000 | 13,631 | 282,330 


- 
: 


| 
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TABLE 10 
MANUFACTURES: SUMMARY, 1849 TO 1923 
: Value of 
Wase Capital Wages products 
Wear Establish- earners 
ments (average pox 
number) |(In millions of dollars, that is, 
000,000 omitted) 
TOAQ et iete cic 123,025 957,059 533 236 1,019 
TO5O)- casks cusls 140,433 1,311,246 1,009 378 1,885 
TRO \s Shane 252,148 2,053,996 1,694 620 3,385 
TeV tseccne 253,852 2,732,595 2,790 947 5,369 
1889....... 355:495 4,251,535 6,525 1,891 9,372 
1899. 207,514 4,712,763 8,975 2,008 11,406 
TOOA or oteiegs 216,180 5,468,383 12,675 2,610 14,793 
TOOQma. 2. 268,491 6,615,046 18,428 3,427 20,672 
HOW oso oae 177,110 GISQOSEOQOM lia rcnetotereeeccr dees) |iekes cieher es tote 23,987 
HOWIO)s oc u aise 214,383 GOOD OS Oh atone oe eiteresn si foros teehee ses 62,041 
1921 196,267 CHEV HEH KOM e es, 65-5 tio rdic 8,200 43,053 
1923. 196,309 SH TAHOMS [xeon on ado wine 11,009 60,555 
TABLE 11 
COPPER PRODUCTION 
Year pce. Value Year gee Value 
I,000 I,000 I,0v0 I,000 

pounds dollars pounds dollars 
SVU Ssi8 0-0 Bee 224 A Salleh OOS terete etenat: 942,571 124,419 
ESSOm evens 1,456 2230) |I) SHSYOOYS od 6 6 alae 1,092,952 142,084 
TSGO0 eiccve.s « 16,128 BF Os). {Ill SROVIO Gog acoes 1,080,160 137,180 
TO ZOs rte archctels 28,224 Ov ire Ml SKB IS on SOG 1,097,233 137,154 
LION Ay on acre 60,480 120A Cm LO D2 eee rani: 1,243,269 205,139 
LOL Ree 1,224,484 189,795 

laetsiGin Sum omelet 165,875 17,915 

TUstOlO)is. omsd clemte 259,763 40,523 LOLA ey eieer: 1,150,137 152,968 
TSOS meric. > 380,613 4057 20n\\e LOLS meal 1,388,010 242,902 
TE QOO se rereseiexe te 606,117 | 100,615 MOP AG.o0 cole 1,927,851 474,288 
TOO Vaeprrtecr ss 60250725) 100)546mi|) 1917.5... - 1,886,121 514,911 
MQO2brciateris tase 659,509 80;460) ||*10035....-. 2. - 1,908,534. 471,408 
MONOE) o Gano nae 698,045 5,632 ||LOLO er cr. 1,286,419 239,274 
TQOAMaetscerehe 812,537 | 104,005 TOZO etter 1,209,061 222,467 
TOOStr seer. + 888,784 | 138,650 || I92T.7.....- 505,586 65,221 
QO Okwtteioie..>- OL 7 SOOM EL 7 7 .U 300 ||LO22 ccc ea = 950,286 128,289 
ello Ganouds 8685006) |) 273;799) || 1923....-..-- 1,435,000 210,945 
OPM 2 Sanabe 1,634,249 214,087 
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Year or 
yearly 
average 


1821-1830 
1831-1840 
1841-1850 
1851-1860 
1861-1865 
1866-1870 


1871-1875 
1876-1880 
1881-1885 
1886-1890 
1891-1895 


1896-1900 
I90I—-1905 
1906-I9I10 
IQII-I9QI5 
1916-1920 


TABLE 12 


CoAL PRODUCTION 


Quantity in 
thousands of 
net tons 
(2,000 pounds) 


Penn- 
syl- 
vania 
anthra- 
cite 


66 

722 
2,697 
7,645 
11,142 
16,281 


23,407 
25,800 
36,198 
43,952 
53,405 


55,625 
66,854 
81,142 
89,233 
92,741 


Bitumi- 


nous 


75 
310 
1,837 
4,868 
9,396 
15,425 


28,773 
36,461 
71,093 
94,446 
125,416 


171,498 
272,503 
373,413 
439,955 
533,045 


225,828 
260,217 


282,749 
278,660 


Year 


Quantity in 
thousands of 
net tons 
(2,000 pounds) 


1905. . 
1906. . 
LOO7e- 
1908. . 
1909. . 
LOLO a: 


IQIl.. 
HOA - 
LOUSe 
IQl4.. 
IQI5.. 


I9gI6.. 
1OL7e- 
1918.. 
I9I9Q.. 
1920.. 


1921.. 
1922.. 
LO2 ser 
1924.. 


Penn- 
syl- 
vania 
anthra- 
cite 
77,660 
71,282 
85,604 
83,269 
81,070 
84,485 


90,464 
84,362 
91,525 
90,822 
88,995 


87,578 
99,612 
98,826 
88,092 
89,598 


90,473 
54,683 
93,339 
90,214 


Bitumi- 
nous 


315,063 


342,875 
394,759 
332,574 
379,744 
417,111 


405,907 
450,105 
478,435 
422,704 
442,624 


502,520 
551,791 
579,386 
465,860 
568,667 


415,922 
422,268 
564,157 
483,280 


Value in 
thousands of 
dollars 

Penn- 

syl- Bitumi- 
vania nous 
anthra- 

cite 

141,879} 334,658 
131,918] 381,162 
163,584) 451,215 
158,179| 374,135 
149,182} 405,487 
160,275| 469,282 
175,189] 451,376 
177,623} 517,983 
195,181) 565,235 
188,181} 493,309 
184,653) 502,038 
202,010) 665,116 
283,651] 1,249,273 
336,480| 1,491,810 
364,927| 1,160,616 
434,252] 2,129,933 
452,305] 1,199,984 
273,700| 1,274,820 
506,787] 1,513,327 
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TABLE 13 


PETROLEUM PRODUCTION 


483 


$$$ $$ 


Crude oil 
Year or Quantity in thousands of : : 
yearly barrels of 42 gallons Equivalent in thousands of gallons Production, 
average value in 
| peed 
= . fo) Ts 
P pees Exports | Imports | Production | Exports | Imports pe 
1861-1870] ERE a MOM Neva ar eine |(sccicsouenarcye TIO, FAQ et ecatcsel| aides scppaiavsic 12,880 
1871-1880 12,5190 2 Sweet me ae 525,785 DD ETT) aloes aero alere 19,678 
1881-1890 29,249 M7 LOe tence eves) w/e 1,228,438 TODOS nl Sakae cnc ara 23,381 
1891-18905 51,005 SOOM eee sietence tk 4 2,145,901 TOO ASS allows ctatenet 35,708 
1896-1900 59,498 POO allots eae ee 2,498,028 E22 OFO me a cyetsete eect 56,836 
IQOI-1905| 102,083 ZF OZOU Naucate cist Ae28 7-404 1275223) |e ke srsieiee 83,524 
I906-I9QI0] 172,760 GO Minas se0. esses 7,250,206 TSA OSs lad cucterttetees 119,572 
IQII-I915|° 247,739 4,134 T2;080720;405,057 || (1731025 loo... a. a 185,793 
I916-1920| 362,661 5,413 BO,7SL | eb5 2on 102 2277337) lee see aes 735,698 
WOES are, 248,446 4,030 16,979 | 10,434,742 | 104,570 713,100 237,121 
TOEA CK a. 205,703 2,970 16,913 | 11,162,026 124,730 710,351 214,125 
TOE Se cine 281,104 3,768 18,139 | 11,806,372 158,263 761,852 179,463 
TOTG!:... si. 300,767 4,096 20,797 | 12,632,221 172,028 873,468 330,900 
TOL ZG exe. 335,316 4,008 30,127 | 14,083,255 172,121 | 1,265,321 522,635 
1918..... 355,928 4,901 37,736 | 14,948,064 | 205,829 | 1,584,807 703,944 
FOUO este 378,367 6,019 52,822 | 15,891,414 252,783 | 2,218,506 760,206 
1920. .1.),. > 442,929 8,757 | 106,175 | 18,603,018 | 367,798 | 4,459,362 1,360,745 
I92I..... 472,183 8,940 | 125,364 | 19,831,686 | 375,465 | 5,265,287 814,745 
TO2Z2s5 20 557,531 10,163 127,308 | 23,150,274 426,838 | 5,346,054 895,I1II 
1923..... 732,407 | 17,385 82,015 | 30,761,004 | 730,186 | 3,444,631 978,430 
1924..... 707,205 17,973 77,7715 | 29,705,130 | 757,577 | 3,200,557 986,000 
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TABLE 14 


STEEL PRODUCTION 


Value of 
products 


296,558 
478,688 
$03,968 
905,788 
1,377,152 
1,236,319 
3,623,369 
1,901,431 
4,161,937 


Number pees Wages 
Year ik eae eet (average 
t 

pe ele numaber) Thousands of dollars 
TB7O Rr oe ever aee 792 140,798 55,451 
FSSQ eee te hess okerane 719 171,181 89,273 
D Rel*\o he 3. Syais Orolo aoe crcroromcre 668 222,490 120,820 
MS OY RSs wos ab. oo cota ator 605 242,640 141,427 
TOOQH Get ies ralaatae 654 278,505 187,807 
NOW Ce docenuon aon doo oF 587 278,072 210,923 
OLIN iat: puddin acon Aa 695 416,748 711,407 
LQQT AAA tis. othe Stier 628 254,213 354,357 
192345 os Satie aoe Osun 658 424,913 696,760 

TABLE 15 


Rattway MILEAGE 


Number Number Number 


Year of miles Year of miles Year of miles Year 
1842.. 4,026 ||1877.. 79,082 ||1893..] 169,780 ||I909.. 
1850.. 9,021 ||1878.. 81,747 ||1894..] £75,691 ||I9IO.. 


1855.. 18,374 ||1879.. 86,556 ||1895..] 177,746 ||19I1.. 
1860.. 30,626 ||1880.. 93,262 ||1896..| 181,983 ||I9I2.. 
1865..| 35,085 |/1881..} 103,108 ||1897..| 183,284 ||1913.. 
1866..| 36,801 ||1882..] 114,677 ||1898..| 184,648 ||I914.. 
1867..| 39,250 ||1883..] 121,422 ||1899..| 187,535 ||I915.. 
1868..| 42,229 ||1884..] 125,345 ||I900..| 192,556 ||I916.. 
1869..| 46,844 ||1885..] 128,320 ||I90I..| 195,562 ||I917.. 
1870.. 52,922 ||1886..| 136,338 ||1902..] 200,155 |/1918.. 
1871..| 60,301 ||1887..| 149,214 ||1903..] 205,314 ||1919.. 
1872..| 66,171 ||1888..| 156,114 ||1904..| 212,243 ||1920.. 
LS 7 3m 70,268 |/1889..| 161,276 ||1905..] 216,974 ||I921.. 
1874.. 72,385 ||1890..| 156,404 ||1906..| 222,340 ||/1922.. 
1875.. 74,096 ||1891 ..| 161,275 ||1907..| 227,455 ||1923.. 


1876..| 76,808 ||1892..| 162,395 ||1908..| 230,494 


Number 
of miles 
235,402 
240,831 
246,238 
249,852 
253,470 
256,547 
257,569 
259,795 
259,705 
258,507 
258,525 
259,941 
258,362 
257,425 
258,084 


Weheas: 


APPENDIX A 485 


TABLE 16 


STRIKES BETWEEN 188I AND 1905 
coe a I te eee ee 


: Employees 
Year Strikes Establish- Strikers Thea out 
ments 
of Work 
DSS Tepyons ©. «cheese 471 2,928 101,070 129 521 
TOS2e ae hse ere 454 2,105 120,860 154,671 
Reick aia Raeetet o okies 478 2,759 122,198 149,763 
TSSAy ee. eraecoes 443 2,367 117,313 147,054 
SS Fess Mio eee seus 645 2,284 158,584 242,705 
NGG Onfewesecr vercenaaas as 1,432 10,053 407,152 508,044 
TKR 7S tts ciel Seco 1,436 6,589 272,776 379,676 
PRoketolevnea anaes pests 966 3,506 103,218 147,704 
PS SOire se. ore ele 1,075 3,786 205,068 249,559 
TSOQOsr Meee ee ok 1,833 9,424 285,900 351,944 
ESO Rey gay tke = sys 1,717 8,116 245,042 298,939 
USO2P reek ote ary ors 1,298 5,540 163,499 206,671 
SOS pee store o ooe 1,305 4,555 195,008 265,914 
TSO ARs erences 1,349 8,196 505,049 660,425 
ISDE 2 35 Arora ere 1,215 6,973 285,742 392,403 
MSO Grace ons cyes 6 ote 1,026 5,462 183,813 241,170 
TRO y/ dis. iq Bteaeaeaaneers 1,078 8,492 332,570 408,391 
LOST. Sere av aesithe 1,056 3,809 182,067 249,002 
OOO tos. ss, ches 1,797 11,317 308,267 417,072 
TQ OOMerccsie ts oes Sass 1,779 9,248 399,656 505,066 
CYC Bs.a ace 2,924 10,908 396,280 543,386 
022... o:crrngseeeeiptonee 3,162 14,248 553,143 659,792 
MOO Grete esas usb sie 3,494 20,248 531,682 656,055 
LO OA Mee is os scies es 2,307 10,202 375,754 517,211 
OOS tees cre cess es 2,077, 8,292 176,337 221,686 
aNajrelll 5 eer ere 36,757 181,407 6,728,048 8,703,824 
TABLE 17 
LABOR STRIKES IN CoAL MINES 
Men on Working Men on Working 
Year strike days lost Year strike days lost 
TOO2 ai cy. 5): 200452 LO,072,208 74 LOLS an 135,395 3,049,412 
BOO Reger: 47,481 1,341,031 TOTAR a 161,720 | 11,013,667 
TOOP eee 77,061 Syetsnes® || UoNjonc ac 67,190 2,467,431 
1905...... 37,542 796,735 || I916..... 170,633 | 3)344,586 
TQ OO mera i: a7 2,843) 19,201, 2450) lOl7evaen 160,240 2,348,399 
EOQO7, tas): 32,540 462,392 || I918..... 79,395 508,526 
OOS 145,145 5,449,938 || I1919..... 453,418 | 15,761,410 
TQOQ tes. - 24,763 F22;634 0 O20 cen. 282,419 5,914,473 
MOTOR pier. 218,493 TO25O;5240 ||) LOZT ieee 151,263 3,106,103 
IOV Al, cee 41,413 O83) 737m lelO22 ae 603,031 | 73,497,043 


TOU2 esr 311,056 12,527,305 TO23 ati 197,214 3,868,543 
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TABLE 18 


EstTIMATED NATIONAL WEALTH OF THE UNITED STATES 


TOTAL, 1850 TO 1922 


(All figures, except per capita, in millions of dollars; that is, 000,000 omitted) 


Amount 
PS Amount per 
Year Cate capita (dollars) 

TS5Os oe wal phd er sees ees oneiatees anes 7,136 308 

bo1 8016 trac HR Uh chee co guy mateo ng. S 16,160 514 

TS7On (Currency: basis) meeccr twtr 30,069 780 

EAR (Goldibasis) atte aenicck on rersce- 24,055 624 

RCnciD ORO oes OME LAOS sw Lee 43,642 870 

TBQO 5. 6 Fie sis als oevdee artes Haasan eanenareNs 65,037 1,036 

LQOO sh ci horece ahetetncenT eran ise ile eee 88,517 1,165 

TOA ekener oneten c coltshecech otlolts ac ce coleman 107,104 1,318 

KG rath cee Dan BArackG Beene oa A Io cba 186,300 1,950 

TQ22 CrreMiadats Sas oth sre Races te oe ae 320,804 2,918 

TABLE 19 
Exports BY STATES 
(Showing shipments for 1924) 

FLOXA Sinan, wee te a ene $737, 218,0070) Alabama eee 35,739,440 
INeway Of: cramer: 731,593,502 Connecticut i... -= 2.9 935,503,405 
Pennsylvania....... 2025200; 1 53am LO Wel ero eee 33,992,701 
(LOIS eee eae ener 239,314,270 South Carolina...... 29,866,769 
California ean 234,084,210 sae Onda) eee 27,459,986 
New Jersey........- 223,021, 204000 Nebraskans aan tree 19,628,594 
Lousiana. .: ..+-- 9) 222,847,224 Rhode Island =e 13,576,560 
IME eo. og oo cs 177,010,054 eC OnuO Nd CO = eae 9,479,436 
Witcinia essary 150,108;225 # yy AtiZOna ee eee 9,198,505 
Obige ei ah ape tah 133,559,302 New Hampshire..... 6,014,221 
Massachusetts: «tm. LI4sA18,4c0 Wieine) se eee 5,503,356 
Minnesota.......0>. 99,880,490 South Dakota....... 5,240,833 
Wrashinetonss sneer 98,930,096  Delaware........... 5,208,338 
WASCOnSIN ES aneener 89,290,895  Montana.......... : 4,775,365 
Georgiak sae: eae 84,963,380 _ Wyoming.........-. 4,636,612 
Maryland. aeeteniee TL 7 oi G10 aC OlOLad Oe at eee 2,766,822 
Oregon. . ey 670,503,020 clan ail 2,491,080 
North Carolina...... 62,321,924) ) Vermonte eater 2,367,212 
Mississippi 2 4. ene) en 56)047,2078 aeINOrthn Dakotas ese 2,199,103 
Indiana hee eee 55,505,910) se ldalonertare steerer 1,881,420 
IMissountiens en meee A3, TAD. 0276s NlaS caja eee 1,280,369 
» Okdahomanens nner 47,897,006 New Mexico........ 792,960 
TLennessees*. Aaceenias 43,041,084 District of Columbia. 555,008 
West Virginia....... 30,117,227- © Utabtia eee 550,443 
‘Arkansashenaear ee 38,899,816  Nevadas.......0-5 233,413 
Kansas Saree eee 36,892,053 a 
Kentucky 7 ane eae 35,986,200 Total... . $4,498,151,936 
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SEMPLE, ELLEN CHURCHILL, American History and its Geographic 


Conditions. 
SmitH, THEODORE CLARKE, Parties and Slavery. 
Sparks, Epwin Erte, National Development. 
TURNER, FREDERICK JACKSON, Rise of the New West. 
The Frontier in American History. 
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INDEX 


A 


Abolition of slavery, 200, 269 
Acts of Trade, 60-63 
Adams, John, 96, 136 
Adams, Samuel, quoted, 92 
Agricultural Credit Act, 453 
Agriculture: 
definition of, 5 
English, in seventeenth century, 15 
early colonial, 42-48 
and the Indians, 42-45 
methods of colonial, 45-48 
supply of labor for, 48-51 
in the back country, 73 
in the eighteenth century, 75-80 
during the Revolution, 99 
during the Napoleonic Wars, 134 
in the Northwest Territory, 163 
in the Southwest, 164 
extension of area of in the forties, 
217 
and the mechanical revolution, 219- 
221 
heyday of American, 245 
agricultural colleges, 245 
during the Civil War, 256-258 
in the South after the Civil War, 
270-273 
progress of in the 1870’s, 278 
new implements of, 298 
pee in, 352, 355, 398, 452- 
in ihe twentieth century, 441-443 
modern farm life, 441 
the agricultural output, 441-443 
education for, 245, 443-445 
Department of, 445-447 
the State and, 447 
the conservation movement, 449- 


451 
and the World War, 451-452 

Air Commerce Act, 412 

Akron, 438 

Alabama, 160, 309 

Aldrich-Vreeland Act, 394 

Almshouses, 199, 424 

Amalgamated Iron and Steel Work- 
ers, 346 

American Federation of Labor, 338- 
340, 345, 427, 430 


“American Mediterranean,” 391 

American Railway Union, 347 

“American System,” the, 150-154 

American Telegraph and Telephone 

Company, 381 

American Tobacco Company, 375, 379 

Anarchists, 345 

Animals, 37 

Anti-trust Laws, 331, 380 

Appalachian Region, 23,, 34. 

Arbitration and labor, 342, 344, 349, 
. 429, 433 

Arizona, 274, 303 

Arkansas, 167 

Arkwright, Richard, 113 

Articles of Confederation, 118-120 

Atchison, Topeka and Santa Fé Rail- 

road, 311, 316 
Automobiles, 369, 410-411 
Aviation, 412 


B 


Back country, the: 
in the colonial times, 67-74 
at the beginning of the national 
period, 109-111 
its isolation, 171 
Baer, George F., 428 
Baltimore, 73, 106,175, 105, 250, 
297, 438 
Baltimore, Lord, 30 
Baltimore and Ohio Railroad, 180, 
239 
Banks : 
in England in seventeenth century, 


20 
First Bank of the United States, 


126, 208 
State Banks, 127, 151, 209, 212, 
263 


Stead Bank of the United States, 
I51I, 208-210 
National Banks, 264-265, 360 
and the gold reserve, 357 
Federal Reserve, 394-397 
Federal Land, 448 
heyday of, 460 
labor, 461 
Barter, 116 
Beck, J. M., quoted, 379 
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Becker, Carl, quoted, 25 

Belmont, August, 357 

Bessemer, Sir Henry, 299 

Big Business, 319, 328, 
456-459 

Bills of Credit, 91 

Bimetallism, 127, 352-354, 357-360 

Bland-Allison Silver Bill, 353 

Blockade, 254, 392 , 

Board of Mediation and Conciliation, 
406 

“Bond Issues,” the, 354-357 

Borah, William E., quoted, 435 


375, 381, 


Boston, 67, 96, 106, 195, 250, 284, 


297, 438 
Boycott, 93, 100, 135 
Bricklayers’ and Masons’ Union, 287 
Brook Farm, 199 
Browning, Elizabeth Barrett, quoted, 
201 
Brush, Charles F., 301 
Bryan, William Jennings, 358 
Buffalo, 250, 2097 
Bureau of Labor Statistics, 342 
Bureaucracy, 464 


Cc 


Calhoun, John C., 151 

California, 213, 215, 216, 235 
Callender, G. S., quoted, 80 

Canals, 175-179, 414-416 

Capital, 18, 108, 194, 231, 310, 321, 


334 
“Captains of Industry,’ 328 
Carnegie, Andrew, 328 
Carolinas, 27, 69 
Carribean Islands, 390 
Carrier, Lyman, quoted, 43, 45 
Cartwright, Edmund, 113 
Cattle industry, 72, 312-314 
Charleston, 67 
Chesapeake Affair, 138 
Chicago: 

and the grain trade, 247 

its growth, 251, 207, 438 

great fire in, 284 

labor disturbances in, 345, 347 
Child Labor, 49, 199, 341, 423, 426 
China, 132, 391 
Chinese, 276, 206, 374 
Cigar Workers’ Union, 287 
Cincinnati, 196, 250, 297 


Cities : 
Colonial, 67 
in 1783, 106 


and the Industrial Revolution, 195 
growth of in the 1850's, 249 

in the eighties and nineties, 297 
and organized labor, 335 

in the twentieth century, 437-439 


Civil War: - 
economic aspects of the struggie, 
252-255 
industrial conditions during, 255- 
261 
financial history of, 261-265 
its political results, 269 
economic conditions in the South 
after, 270-272 
Clay, Henry, 152, 153, 235 
Clayton Anti-Trust Act, 380, 432 
Clayton-Bulwer Treaty, 415 
Clearings, 43 
Cleveland, 250, 297, 438 
Cleveland, President, 335, 348, 361 


Clinton, DeWitt, 176 
Clipper ships, 246 
Coaches, 14 


Coal, 188, 309, 369 
Coal Commission, 434 
Coal problem, 434-435 
Coal Strikes, 347, 428, 431, 433-435 
Coastal Plain, 23, 34 
Coastwise trade, 132 
Collective bargaining, 336, 427 
Colleges, agricultural, 245 
Colonies, see names of the several 
colonies 
Colonization, motives for, 19-21 
Colorado, 273, 316 
Commerce : 
meaning of, 5 
of England in seventeenth century, 
19 
beginning of American, 35 
trade with the West Indies, qr 
early colonial, 55-58 
regulation of colonial, 58-63 
the beginnings of inland, 73 
in the eighteenth century, 82-86 
during the War of the Revola- 
tion, 100 
after the War of the Revolution, 
ELL Led 
regulation of under the Confedera- 
tion, 119 
power and the Constitution, 122 
revival of, 131-133 
early growth of, 134 
during the Napoleonic wars, 134- 
140 : 
and the war of 1812, 140-142 
and the Ordinance of 1787, 160° 
rise of inland, 181-182 
and the growth of 
195 
and the railroads, 244 
and the Great Lakes, 247, 414 
growth of in twentieth century, 
386-380 
Department of, 386 


cities, 66, 


a 
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Commerce—(continued) : 
poet of Foreign and Domestic, 
3 
in the twentieth century, 385-389 
and imperialism, 389-392 
and the World War, 393 
Commerce and Labor, Department 
of, 378 
Common man: ; 
his condition in England in sev- 
enteenth century, 14 
and land ownership, 28 
and the slave system, 79 
his condition in 1783, 108 
in the back country, 110 
and the public lands, 157 
and Jacksonian democracy, 205 
Bryan’s appeal to, 358 
and the progressive movement, 
421 
and the corporations, 461 
Commons, John R., quoted, 289 
Communistic experiments, 199 
Competition, 108, 320, 322, 324, 381- 
383, 402 
Compromise of 1850, 235 
Comstock lode, 274 
Concentration, forces of, 320, 336, 


457 
Confederacy, the, 254 
Confederation, its economic defects, 
118 
Confidence, an economic factor, 129 
Congress, First Continental, 96 
Congress of the Confederation, 118- 
120 
Congress, Second Continental, 98 | 
Congress, the federal, its economic 
powers under the Constitution, 
120-122 
and the regulation of railroads and 
industry, 329-332, 380, 434 
and the workingmen, 342-343, 425 
Connecticut, 27, 31 
Conservation movement, 449-451 
Constitution of the United States: 
economic provisions of, 120-122 
early economic legislation under, 
122-127 
confidence established by, 129 
Contract Labor Act, 297, 342 
Convention of 1787, 297, 342 
Convention of 1787, 120-122 
Copper, 274, 303, 369 
Cordillera, 24, 35 
Corn, 44, 278, 303 
Corn Laws, English, 245 
Corporations : 
the English joint-stock company, 19 
the colonial trading corporations, 


27 


Corporations—(continued) : 
during the Civil War, 261 
and large scale production, 319- 
321 
the rise of the industrial corpora- 
tion, 260, 321 
combination of, 322-327, 375, 457 
regulation of, 327-332, 380 
Cotton: 
manufacture of in England, 16, 147 
extension of cotton growing, 146 
industry in New England, 149 
advance of the cotton grower, 164 
exclusive cultivation of, 181 
production of cotton goods, 188 
and the Civil War, 254 
after Civil War, 272, 308 
Cotton-Gin, 146, 164 
Cowboys, 313 
Cow country, the, 312-314 
Coxey’s “army,” 356 
Credit, 459 
“Crime of 1873,” 284, 352 
Cuba, 390 
Currency : 
definition of, 6 
colonial, 58 
colonial paper money, 91 
Act of 1764, 91 
during the Revolution, 98 
in the back country, 110 
after the Revolution, 115, 119 
paper money after the Revolution, 
116, I19 
of State banks, 127 
and the Panic of 1837, 208-212 
wild-cat, 209, 211 
and the California gold discovery, 
216 
during the Civil War, 255, 263-265 
greenbacks, 263, 281-283 
the free silver question, 352-360 
and the federal reserve banks, 394- 


SO 
Customs duties, 124 


D 


Dakota, 274 
Dayton, 250 
Debs, Eugene V., 347-349 
Debts, private, 120, 122, 459 
Debt, public, 126, 262, 282, 396 
Declaration of Independence, 97 
Delaware, 27, 38 
Democracy: 
in England in seventeenth century, 
12 
and the common man, 28 
in the back country, 109 
Jacksonian, 205 


492 


Democracy—(continued) : 

and trade unions, 335 

and the progressive movement, 421 
Demonetization of silver, 284 
Department of Agriculture, 445-447 
Deposits, removal of, 209 
Detroit, 250, 297, 438 
Dingley Act, 363 ‘ 
Domain, national, see Public lands 
Domestic system, 17, 54, 112, 194 
Domestic trade: 

in colonial times, 56, 73 

extension of free trade, I19, 122, 

160 

rise of, 181-182 

and growth of population, 187 

and the Civil War, 259 

value of, 295, 368 

why it flourished, 385 
Douglass, Frederick, quoted, 270 
Dred Scott decision, 237 
Dutch, the, 25, 69 


E 


Earle,.Alice Morse, quoted, 55 

East India Company, 19, 95 
“Economic,” meaning of the word, 3 
Economic history, its aim and scope, 


4 
Edison, Thomas A., 301 

Education, popular, 207 

Eight-hour day, 344, 404, 4209 
Electricity, 15, 301, 302, 371-372 
Elkins Law, 402 

Ely, Richard, quoted, 202 

Embargo of 1807, 138-140, 148, 162 
Emergency Fleet Corporation, 418 
Emigration, 162, 214 


England: 
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